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TECHNICAL EDUCATION AND TRAINING 


IN THE ARABIAN GULF STATES* 





The technical education and training 
system 1/ in the Arabian Gulf States 2/ 
was developed to fill the need for 
skilled manpower, which was created by 
the discovery of oil in these States. 
An almost total lack of administrative 
and technical skills among nationals, 
and acontinuing shortage of such skills, 
despite the great influx of immigrants 
attracted by the job opportunities in 
the area, has made technical education 
and training a key factor in economic 
planning. Government officials expect 
the newly developed system will be ca- 
pable of filling the area's technical 
manpower needs within 5 to 10 years, 
despite some problems. 

One major problem in developing a 
technical education and training system 
in most of the States is the need to 
hurdle two or three generations in or- 
der to transform a nearly illiterate, 
traditionally oriented desert people 
into a technically trained labor force 
able to cope with the fast pace of de- 
velopment engendered by the discovery 
of oil. Until recently, educational 
facilities were meagre in the Gulf area 
and were confined generally to the Kut- 
tab, or Koranic school, where children 
are taught to recite the Koran; a mi- 
nority learned the rudiments of reading 
and writing. Thus, training must start 
with a student who has limited literacy 
and bring him tothe skill levels needed 
for today's computer sciences. 





*Based on a report from the U.S. Con- 
sulate General, Dhahran, Saudi Arabia, 
and on information provided by Kevin D. 
Fenelon, formerly Statistical Advisor 
to the Government of Bahrain and cur- 
rently Statistical Advisor to the Gov- 
ernment of Abu Dhabi. 


A second major problem is a shortage 
of trained teachers and instructors. 
In the past, the British Government 3/ 
and the oil companies in the area have 
played important roles in the develop- 
ment of training programs, the former by 
providing the initial funds, adminis- 
trative machinery, and teaching staff 
for technical schools, and the oil com- 
panies by providing money and by set- 
ting up their own successful technical 


training programs. The oil companies 
also have absorbed trained manpower as 
fast as local sources could supply it. 


However, since skilled labor isin short 
supply in the Gulf, students can com- 
mand high wages after only lor2 years' 
training and often accept employment 
offers before completing their training 
program. 

A third problem is that many people 
who have received a modicum of techni- 
cal education or training tend to leave 
manual employment for white-collar jobs, 
which they believe have a higher social 
status, even when the white-collar jobs 
offer less pay. 

Education in the States has assumed a 
high priority as the countries have re- 
alized that their future development 
hinges partly on the rate at which na- 
tionals become qualified to assume re- 
sponsibilities in government adminis- 
tration, teaching, medicine, engineer- 
ing, and industry. Unless nationals can 
be educated to undertake these tasks, 
the states will have to rely on foreign 
nationals, analternative which is cost- 
ly and which can have undesirable po- 
litical effects. 

The development levels of the educa- 
tional and technical training systems 
of the States vary greatly; for example, 
Bahrain has had public education since 
1919, but the other States have had it 


1 
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only since the 1950's. With the excep- 

of those in Abu Dhabi and Dubai, 
schools in the Trucial States are 
at the primary level only. In the Sul- 
tanate of Oman, formerly Muscat and 
Oman, education beyond the primary level 
has been neglected. However, since July 
1970, when Sultan Qabas BinSaid deposed 
his father, Sheikh Said Bin Taimour, 
the establishment of an educational sys- 
tem has been cited as a major concern 
by the present Government. The nucleus 
of a future national technical training 
center already exists in a vocational 
training center established in 1967 by 
Petroleum Development (Oman) Ltd. which 
provides 3-year courses in mechanics, 
electrical skills, and carpentry and 
woodwork. 

Despite the variance in the levels of 
development, training as a whole is a 
coordinated effort to prepare technical 
school graduates for the more advanced 
training given at the Gulf Technical 
College in ‘Isa Town, Bahrain. 

The Gulf Technical College is the most 
recent, modern and sophisticated of all 
training schools inthe Gulf, and is the 
apex of the area's technical education 
and training system. The College opened 
in October 1968; it utilized the facil- 
ities of the Bahrain Petroleum Company 
(BAPCO) training school. In October 
1970, the college opened its own prem- 
ises in 'Isa Town; the land was donated 
by the Ruler of Bahrain and_ the con- 
struction was financed by the Ruler of 
Abu Dhabi and the British Ministry of 
Overseas Development. 

The College has two major divisions: 
The Department of Technical Studies and 
the Department of Commerce and Adminis- 


tion 
the 


tration. The Department of Technical 
Studies offers a 2-year introductory 
course in engineering that leads to a 


course in automo- 
and mechanical engi- 


3-year technicians' 
tive, electrical, 


neering. The introductory course, which 


is designed to bridge the gap between 
secondary and advanced technical educa- 
tion, will be phased out and included 
in the curriculum of the secondary tech- 
nical schools. A technician's course 
in building and construction engineer- 
ing will be added to the College cur- 
riculum in 1971. 

The Department of Commerce and Ad- 
ministration will offer four programs 
in 1971: A 3-year Business Administra- 
tion course, including business admin- 
istration, economics, financial and cost 
accounting, general commerce, and sta- 
tistics; asimilar Public Administration 
course; ah 18-month secretarial course 
in commercial arithmetic, English, short- 
hand, and typing; and a l-year general 
"clerkship" course in commercial arith- 
metic, English, and typing. 

The faculty of the College is recruit- 
ed by the British Council. 4/ Of the 16 
teachers on the faculty, 14 are British 
and 2 are Indian. 

The school provides training for na- 
tionals of the Gulf States beyond the 
standards in the existing technical and 


trade schools. Prospective students 
must have reached the final year of 
their general secondary or technical 


school system and must pass an English 
entrance examination. 

Free transportation to and from the 
College is provided for students, as is 
a monthly allowance of BD1O (US$4.80) .5/ 
Experience has shown that, without a 
student allowance, many students drop 
out after a year or so because of the 
temptation of relatively high wages for 
minimal skills. In addition, boarding 
students from the other Gulf States are 
provided with free hostel accommoda- 
tions, food, and laundry. 

The College currently has_ 140: stu- 
dents, including 24 non-Bahrainis, and 
expects an enrollment of 300 in the 
1971-72 school year. 





TECHNICAL EDUCATION AND TRAINING IN THE ARABIAN GULF STATES 3 





Bahrain 


The Bahrain archipelago consists of 
33 islands and has a total land area of 
approximately 247 square miles. It is 
small compared with the land area of 
some of the other Gulf States. However, 
it has the area's largest population, 
estimated at 210,000 in 1971, centered 
on the principal island, Bahrain. Bah- 
rain also has the largest student popu- 
lation--47,000 in the Government's 107 


primary and secondary schools, an im- 
portant potential source of skilled 
manpower. 


Historically, Bahrain has been an im- 
portant warehousing and distribution 
center because of its strategic loca- 
tion in the Gulf and its good natural 
harbors and anchorages. In 1934, it as- 
sumed additional importance as the first 
oil-producing state in the Gulf area. 
The American-owned Bahrain Petroleum 
Company (BAPCO) established a Vocation- 
al Training Center to provide full-time 
formal training as well as_ on-the-job 
training. Many of BAPCO's training cen- 
ter graduates have completed their stud- 
ies and gone abroad, mainly to the 
United Kingdom, to obtain academic cre- 
dentials. 

In 1936-37, the Bahrain Government 
established its own technical school at 
Manama, the capital, and offered a 2- 
year course with options in carpentry 
and "machine shop." At present, the 
school offers a 3-year program in auto- 
motive mechanics, blacksmithing, carpen- 
try, electricity, plumbing, foundry and 
patternmaking, and radio and wireless. 
Approximately 60 percent of a student's 
time is spent in class and 40 percent 
is spent inthe workshops. Another tech- 
nical school has been opened _ recently 
in the village of Jad Hafass; about 108 
students from 25 nearby villages attend 
evening courses. The two schools com- 
bined have astaff of about 80 teachers, 
of whom 12 are Bahrainis, 9 Britishers, 
and the remainder mainly Egyptians, 
Palestinians, Lebanese, Indians, and 


Pakistanis. To improve teaching quality 
and to provide for more Bahraini teach- 
ers, the British Council has agreed to 
send a team to conduct a seminar on 
teaching methods. In addition to the 
shortage of Bahraini teachers, the coun- 
try also has a problem of standardizing 
credentials and qualifications. Some 
technical school graduates find them- 
selves working for supervisors who are 
not certified or who are not as well 
qualified as they are. School authori- 
ties strongly advocate a more thorough 
system of certification. 


To improve the technical skills of 
older men, and men already employed, 
Bahrain established evening vocational 


courses in 1958 at Manama. 
of workshop instruction includes 600 
hours of instruction over a 2-year pe- 
riod in air conditioning and refrigera- 
tion maintenance, automotive repair, 
carpentry, electrical wiring, lathing, 
machine shop practice, milling, and 
sanding. A radio/television repair 
course of 1,200 hours over a 4-year pe- 
riod also is given. However, because of 
recent increased demands for techni- 
cians, the length of both the 2-year 
and 4-year programs has been cut inhalf 
for the 137 students enrolled. An in- 
dication of the technician shortage is 
the fact that in 1969 the evening voca- 
tional program was able to provide only 
64 of the 154 technicians requested by 
local businessmen. 

School authorities are encouraged by 
the increase in popularity of technical 
courses. Contrary to the attitudes of 
most trainees in the Gulf area and oth- 
er developing countries, many young 
Bahrainis recognize that a surplus of 
administrative and clerical employees 
exists, but that industry faces a chron- 
ic shortage of skilled technicians. 
Therefore, they enter technical school 
with a professional attitude. 

The government schools charge no en- 
rollment fee, but trainees are required 
to deposit BD5 tocover damage to equip- 
ment. 


The program 
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Qatar 

Qatar (pronounced "gutter"), larger 
in area than its neighbor Bahrain but 
smaller in population, faces an even 


more severe shortage of skilled nation- 
als. Nearly half of its population of 
80,000 persons (1968 estimate) are non- 
Qataris, attracted by the job opportu- 


nities created when oil was first pro- 
duced commercially in 1949. Like its 
counterpart, BAPCO, in Bahrain, the 


Qatar Petroleum Company established its 
own vocational training program. At the 
end of 1969, the program had 59 trainees 
and apprentices intraining for 34 sala- 
ried and 25 wage jobs with the company. 
Two Qatari employees were sent abroad 
for training. Training of Qatari stu- 
dents from government schools under the 
Company's Scholarship Scheme is a regu- 
lar program. At the end of 1969, three 
such students were sent to the American 
University of Beirut and five to the 
United Kingdom for technical and admin- 
istrative training. A language lLabora- 
tory was installed in September 1970 at 
the Training Center in Dukhan, the main 
oil production center. 

The Doha Technical School, estab- 
lished by the Government in 1956 in 
Qatar's capital, Doha, was actually the 
State's first form of secondary educa- 
tion. It was the forerunner of one of 
the most comprehensive technical educa- 
tion and training programs in the Gulf 
area. In 1963 the Department of Train- 
ing and Career Development established 
a program that provided skilled Qatari 
craftsmen for the Departments of Engi- 
neering Services and Mechanical Equip- 
ment, and clerical staff for the General 
Civil Service. Through October 1969, 
594 Qataris (447 craftsmen and 147 
clerks) had completed the Department's 
program; 286 foreign workers were re- 
placed. 

The Vocational Training and Career 
Development Center, which is intended 
to complement the training programs al- 
ready launched by the Department of 


Training and Career Development, began 
limited operation in late 1970. These 
two programs are expected eventually to 
meet most of the technical manpower 
needs of Qatar. The center is a result 
of a manpower study conducted by the 
Manpower Planning Committee established 
within the Department of Training and 
Career Development in 1967. According 
to the study in 1967, Qataris filled 
about one-half (1,242) of the 2,415 jobs 
in the building, electrical, and me- 
chanical trades, 962 of 1,406 such jobs 
in Government Departments, 193 of 346 
jobs with oil companies, and 87 of 663 
jobs in private commercial establish- 
ments and contracting firms. The com- 
mittee estimated that 834 skilled jobs 
would become available to Qataris be- 
tween 1968 and 1972, and that the sup- 
ply of State school trainees would be 
adequate. The committee further esti- 
mated that approximately 8,000 Qataris 
between 18 and 35 years of age would be 
available for accelerated vocational 
training. 

On the basis of the committee's study, 
the Government of Qatar in 1969 re- 
quested U.N. Special Fund assistance 
for a 5-year vocational training proj- 
ect. The Government offered to make the 
training center available to students 
from the small Trucial States of Shar- 
jah, Ajman, Umm al-Qaiwain, . Ras al- 
Khaimah, and Fujaira. The U.N. Special 
Fund approved the project, and contrib- 
uted approximately one-third of the 
amount needed to cover the services of 
foreign instructors, fellowships to 
provide Qatari counterparts for the ex- 
perts, and the equipment. The Govern- 
ment agreed to contribute the remaining 
two-thirds of the amount necessary to 
finance additional staff, land, build- 
ing, and operating costs. 

The center is expected to train a to- 
tal of 142 technicians annually, as 
follows: 
air-conditioning and 
chanics, 
3 boiler 


12 automotive mechanics, 12 
refrigeration me- 
6 auxiliary plant attendants, 
operators, 12 brick and con- 
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crete layers, 6 cable joiners, 12 car- 
penters and pipefitters, 12 clerk typ- 
ists, 12 diesel engine and water pump 
fitters, 6 electrical wiremen, 13 metal 
fitters and maintenance mechanics, 24 
plasterers and tile setters, and 12 
turners and machinists. 


Abu Dhabi 


Abu Dhabi, the largest of the Trucial 
States, encompasses a desert area that 
has been described as one of the most 
barren regions in the world. About one- 
half of the population of 46,000 (1968 
estimate) lives in Abu Dhabi Town on 
the coast. A rapid increase in oil pro- 


duction in 1963 attracted large-scale 
immigration and greatly changed the 
economy. (Abu Dhabi now is one of the 


fastest growing oil producing countries 
in the world.) Most immigrants were 
poverty stricken, unskilled workers from 
India, Iran, Jordan, and Pakistan, but 
some were large or small contractors, 
merchants, and traders, attracted to 
Abu Dhabi, a traditional bedouin socie- 
ty, which had no established tradition 
of commerce or industry. 


Because the future demand for labor 
in Abu Dhabi is expected to outstrip 
the human resources of the State, the 
development of an educational system 
has received priority. Under an en- 
lightened leadership and ample financ- 
ing, the Department of Education is pro- 
viding one of the newest and most rapid- 
ly expanding educational systems in the 
Gulf area. Between 1960 and 1970, the 
number of schools inAbu Dhabi increased 
from 3 to 24, the number of students 
from 81 to 7,000, and the number of 
teachers from 70 to 350. Another 1,500 
persons were enrolled in evening liter- 
acy programs, and 350 students were 
studying abroad. The majority of the 
primary school teachers are from Bah- 
rain and the majority of the secondary 
teachers from Jordan; a few are from 


Egypt (UAR) and other Arab countries. 

When the Abu Dhabi Petroleum Company 
moved its headquarters to Abu Dhabi 
Town in 1966, it established a small 
vocational training center (40 trainees) 
which now includes courses in basic 
engineering, languages, mathematics, 
simple sciences, and clerical training 
such as elementary bookkeeping, office 
practices, shorthand, and typing. Tech- 
nical training is supported by on-the- 
job training. At the end of 1969, 39 
Abu Dhabi nationals were or had been in 
various programs. Of these, 26 were 
full-time trainees at the training cen- 
ter, 6 were being trained on the job, 3 
were in Great Britain, and 3 were work- 
ing on full-time jobs. 

The Technical Training School in Abu 
Dhabi, expected to open this year, will 
center its instruction on seven key 
trades: Automobile maintenance, black- 
smithing, masonry, carpentry, electri- 
cal installation, plumbing, and sheet- 
metal work. The school also will pro- 
vide clerical training in business Eng- 
lish and typing. The training program 
will be for 1 year and will try to at- 
tract candidates between 18 and 30 years 
of age, most of whom are expected to be 
illiterate. 

The Arid Lands Research Center Train- 
ing Program conducted by the University 
of Arizona in Abu Dhabi is unique in 
the Gulf States. The training program 
is part of the University of Arizona's 
Arid Lands Research project designed to 
provide Abu Dhabi with ayear-round sup- 
ply of fresh vegetables through the use 
of about 48 inflatable greenhouses. 
Classes started in September 1970. The 
Basic Class has five trainees. It is 
designed to bring them to the semi- 
skilled level. It provides 8 hours of 
classroom instruction a day, primarily 
devoted to teaching the English lan- 
guage and routine gardening and main- 
tenance skills in the greenhouses. The 
Intermediate Class has seven trainees, 
all of whom have had some elementary 
school or other training in Kuwait, 





6 LABOR DEVELOPMENTS ABROAD, MARCH 1971 









. Ras al-Khaimah 
Sharjah 
Fujairah 

Umm al-Qaiwain 
Ajman 
Dubai 
Abu Dhabi 










MOY Syne 







Disputed territory 





Boundary representation is 
not necessarily authoritative. 











in 


ae oe, £6, 6 A at 4 ek lUlUctc el lCllUCelCUe elCUC lO eeelCUe le 





TECHNICAL EDUCATION AND TRAINING IN THE ARABIAN GULF STATES 7 





Saudi Arabia, or the other Trucial 
States. They are given4hours of class- 
room instruction and 4 hours of on-the- 
job training daily. Upon completion of 
their training, they will be fully qual- 
ified technicians and will be responsi- 
ble for the more complicated tasks in 
the operation of the greenhouses, and 
the operation and maintenance of ma- 
chinery in the distillation and power 
plants. A third level of training was 
designed for three specialists who even- 
tually will be in charge of the green- 
houses. All three were illiterate, but 
were chosen by the Government because 
of their aptitude for training. After 
6 months of intensive training in the 
United States andMexico, where the Uni- 
versity of Arizona has mounted a proj- 
ect similar to that in Abu Dhabi, they 
were enrolled in Abu Dhabi in a con- 
tinuing program of scientific English 
and full-time on-the-job training in 
the greenhouses. 


The Trucial States of Dubai, 
‘Sharjah, and Ras al-Khaimah 


Dubai is unique among the Gulf States 
in that it has not been dependent upon 
oil production for its economic pros- 
perity and progress, although the pres- 
ence of oil in commercial quantities 
was confirmed in 1966 and production be- 
gan in late 1969. Dubai has long been 
the center of aflourishing distribution 
trade for the Trucial States and a cen- 
ter of the gold trade with India, Iran, 
and Pakistan. Dubai Town, situated on a 
protected creek, is the capital. It 
is also a busy port. The State is the 
most populous of the Trucial States; 
it has a population of about 60,000 
(1968 estimate), or about one-third the 
total population of the Trucial States. 
Over half the population lives in Dubai 
Town. About half the town's population 
is descended from Iranian merchants who 
immigrated to Dubai from the Port of 
Linga in the early 1900's, and provided 


the initial impetus to Dubai's continu- 
ing prosperity. Dubai's employment pat- 
tern is different from that of any oth- 
er Gulf State. In 1968, of the eco- 
nomically active population of 24,500, 
36 percent were in trade and services, 
17.4 percent in transport and communi- 
cations, and 16 percent in government 
service and construction. Oil produc- 
tion is highly automated as an offshore 
operation and requires aminimal skilled 
labor force. The control of production, 
processing, and storage functions re- 
quire only two supervisors and mainte- 
nance crews. 

Industry in Dubai has been little de- 
veloped, but skilled labor has been a 
recognized need since the 1950's, when 
the Dubai School was established by the 
British Political Agency. 6/ Subse- 
quently, in the early 1960's’ the Dubai 
Trade School came under the auspices of 
the Trucial States Development Fund and 
became the first school in the Trucial 
States Technical and Trades School sys- 
tem. The Trucial States Development 
Fund is a joint Trucial State develop- 
ment effort begun in the early 1960's 
and initially sponsored by the United 
Kingdom Ministry of Overseas Develop- 
ment, but now increasingly financed by 
the Government of Abu Dhabi. When the 
Development Fund was established it ab- 
sorbed the Dubai Trade School and in 
the late 1960's expanded the system by 
additional schools built in Sharjah and 
Ras al-Khaimah. 

The 1970 budget of the Trucial States 
Development Fund provides training for 
about 324 pupils: 140 in Dubai, 114 in 
Sharjah, and 70 in Ras al-Khaimah. The 
teaching staff consists of about 47 in- 
structors, almost half of whom are na- 
tionals of the Trucial States. The re- 
mainder are other Arabs or Africans. 

All three schools offer a 4-year 
technical course to prospective stu- 
dents who pass entrance examinations in 
Arabic and arithmetic. All students 
study Arabic, English, general studies, 
mathematics, science, and technical 
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drawing to further their general educa- 
tion. First-year students take intro- 
ductory courses in electricity, metal- 
work, and woodwork. Second-year students 
choose a specialty in carpentry or en- 
gineering which they follow’ through 
their third and fourth years of train- 
ing. Engineering students also may spe- 
cialize further in automotive, electri- 
cal, or mechanical engineering. 

In addition to the technical course, 
the Dubai Technical School offers a 3- 
year course in business and commerce. 
To be admitted, prospective students 
must have completed at least 8 years of 
full-time education and must pass en- 
trance examinations in Arabic, English, 





1/ Technical education refers to aca- 
demic programs including the time spent 
in workshops; technical training refers 
to industry programs which are more 
narrowly focused and job oriented. 

2/ See maps of the 10 Gulf States, 7 
of which belong in a group called the 
"Trucial States"--Abu Dhabi, Ajman, Du- 
bai, Fujairah, Ras al-Khaimah, Sharjah, 
and Umm al-Qaiwain--so called because 
of a truce made with Great Britain in 
1892, in accordance with which Great 


Britain conducts the foreign affairs of 
the Trucial States. 


FOOTNOTES 


arithmetic, and general knowledge. The 
program includes courses in bookkeep- 
ing, commercial arithmetic, English, 
geography, office methods, secretar- 
ial’ work, and typing in Arabic and 
English. 

To counteract the students' penchant 
for leaving school before completing 
training, the three Trucial States 
Technical and Trade Schools pay a grad- 
uated monthly stipend to each student: 
QDR50 7/ the first year, QDRIO the sec- 
ond, QDR115 the third, and QDR130 the 
fourth. Students also are supplied with 
free equipment, exercise and text books, 
protective clothing, tools, and trans- 
portation to and from the schools. 





3/ The British Government in March 
1971 announced the termination of its 
treaty relationship with the Gulf States 
would take place at the end of the year. 

4/ The British Council is an organi- 
zation established in 1934 for the pro- 
motion abroad of British culture and of 
the English language. 

5/ 1 Bahraini dinar=US$0.48. 

6/ The British Political Agent is 
the United Kingdom's official  repre- 
sentative in Dubai. 


7/ 1 Qatari/Dubai Riyal=US$0.21. 





EMPLOYEE COMPENSATION IN JAPAN* 





The approach to employee's compensa- 
tion in Japan is quite different from 
that in the United States. Unlike the 
United States, where wages are related 
to job evaluation and worker perfor- 
mance, in Japan labor compensation is 
part of a system of "lifetime employ- 
ment" 1/ inlarge part embodying a "wage- 
for-age" principle. The Japanese en- 
ployer is involved in many aspects of 
the employee's life, providing many 
amenities beyond theworkers' cash earn- 
ings, such as housing, recreational and 
vacation facilities, loans for educa- 
tion of children, gifts for marriages 
and births, and "condolence" gifts in 
the event of family disaster or death. 
The employee, whose whole life is cen- 
tered on the enterprise, looks to the 
employer to become "involved" and re- 
sponds to the employer's business objec- 








*Adapted from “Employment Costs in 
Japan" in The Journal of the American 
Chamber of Commerce in Japan (ACCJ), 





November 5, 1970, pp. 9-18. The term 
"employee compensation" is used in this 
article instead of “employment costs" 
used in the ACCJ article, inasmuch as 
reference is todirect costs in the form 
of compensation to the employee and does 
not include indirect costs such as hir- 
ing, training, and other items of over- 
head. Total compensation is a combina- 
tion of the worker's cash earnings and 
the value of his noncash fringe bene- 
fits. Cash earnings include the basic 
wage plus bonuses, various allowances, 
and benefits, all paid in cash. Noncash 
fringe benefits, by contrast, include 
costs to the employer of goods and serv- 
ices which he provides to the worker in 
kind, or subsidizes. 


tives with adedication that is probably 
unmatched anywhere else in the world. 

Wages in Japan are based to a large 
extent on the personal characteristics 
of individual employees or groups of 
employees; therefore, uniform wage rates 
for specific occupations, areas, or in- 
dustries, or even for those within sin 
gle enterprises, were rare until very 
recently. Educational background, qual- 
ifications, age, and length of service 
generally have played the important role 
in Japanese wage determination, while 
characteristics of the job often have 
been regarded as of secondary impor- 
tance. Compensation is geared to edu- 
cation: separate wage categories exist 
for graduates from (1) junior high 
school, (2) senior high school, and (3) 
college, the best-paid category. The 
employee progresses within his cate- 
gory, but seldom does anyone move from 
one pay category to another. 2/ 


Basic wage 


In Japan, the "basic wage" is part of 
the “monthly wage,"' with which it is 
often confused. The monthly wage also 
includes many items which in the United 
States would be considered "fringe ben- 
efits"; thus, comparison of base pay or 
of fringe benefits in the two countries 
must be made with considerable care. 

Under the traditional Japanese life- 
time employment system, the monthly 
“basic wage" is only a part of the enm- 
ployee's compensation, but it plays a 
determining role in the magnitude of 
certain of the additional payments. 
Other elements ‘of compensation include 
deferred sums paid seasonally (usually 
semiannually) as a "bonus," a lump-sum 
“retirement allowance," and many dif- 
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ferent cash allowances and noncash bene- 
fits designed to meet specific needs of 
the employee and to foster morale. 

The "basic wage," with its automatic 
increments, is based on the employee's 
number of years of service with the con- 
pany. Provision is generally made for 
an automatic annual merit increase, 
usually called the "periodic increase," 
which, currently, approximates 3 to 5 
percent a year. Adjustments in this 
latter increase can be made to reward a 
good performance or to penalize a poor 
one. 

Over and above the annual automatic 
wage increases are the negotiated in- 
creases. Each year, usually in the 
spring, the unions engage in wage nego- 
tiations, popularly known as the "spring 
wage offensive" (Shunto) which is pub- 
licized widely, as are the amounts of 
wage increases demanded and granted. 
The increases obtained through these 
negotiations may reflect a number of 
factors, such as the financial position 
of the employer, the bargaining strength 
of the union, and any increases in the 
cost of living. The result, along with 
the automatic increase, is often re- 


ferred to as "base-up" because it in- 
volves an across-the-board percentage 
increase in "base wages." The automatic 
merit wage increase has been losing im- 
portance in relation to the negotiated 
wage‘ increases. 

Because lifetime employment begins 
upon graduation from school, the level 
of education is the first consideration 
in determining the starting salary. An 
increasing number of Japanese are pur- 
suing higher education in order tostart 
at higher pay levels. Asa _ result, 
already-existing labor shortages in the 
blue-collar group are being exacerbated, 
so that higher entry wages for such work- 
ers have become necessary. (This is par- 
ticularly true in small and medium-sized 
firms which have had to compete with 
larger firms to obtain qualified work- 
ers, as well as high school graduates.) 

A monthly "basic wage" profile (using 
overall industry averages), developed 
by the Tokyo Chamber of Commerce (TCC) 
in 1969 from a survey of 1,479 firms, 
shows entry level wages (the wage for 
the youngest worker in each column) and 
progression (through a _ periodic in- 
crease) in the accompanying table. 





























Model Wages by Age, Education, and Sex, in Large Establishments in Tokyo, 1969 
(In yen 1/) 
College Senior high school Junior high school 
graduates graduates graduates 
Age 
Male Male Female Male Female 
| AP ae se ee (2/) (2/) (2/) 19,918 19,849 
a re (2/) 23,902 22,714 25,270 23,680 
euceteseewnan 33.2925 31,624 28,678 seine 28,553 
TT hihetecknerees 38,373 37,980 32,900 37,919 32,606 
Peer er ee ee 44,135 43,085 36,068 41,658 34,805 
Dt awiwidw cde 53,494 51,333 40,618 46,994 39,274 
eee 88,684 78,548 (3/) 59,020 (3/) 
RL ie tena eae ee 124,671 105,264 (3/) 72,839 (3/) 
_ eee 432.4325 112,296 (3/) 74,553 (3/) 
1/ 360 yen=US$1. Source: Tokyo Chamber of Commerce, 


2/ Not applicable. 
3/ Not available. 


1961, and Journal of the American Chan- 





ber of Commerce in Japan (ACCJ), Novem- 





ber 5, 


1970, p. 15. 
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Nonstatutory allowances 
and bonuses 


Promotions donot affect the automatic 
progression of the basic wage. An ad- 
ditional payment reflects merit and re- 
sponsibility, In order not to inflate 
the seasonal bonus and the retirement 
allowance (which are apercentage of the 
basic wage), promotions to supervisory 
positions are compensated by a position 
allowance without changing the basic 
wage. The minimal position allowance is 
equivalent to about 10 to 15 percent of 
the "basic wage" that university gradu- 
ates receive at about age 35. This is 
usually the age of qualification for 
assistant section manager (kacho dairi); 
the position allowance is nominal be- 
fore age 35. 

Incentive wages 





and good attendance 
allowances also are used widely. The 
incentive wage, which approximates 7 
percent of the "basic wage," is used to 
reward either individual or group per- 
formance. The average allowance for 
good attendance is about 2 percent of 
the "basic wage." 

Family, housing, and commuting allow- 
ances are paid monthly. The family al- 
lowance is designed to provide an extra 
amount to the wage earner who has de- 
pendents. According to a May 1969 sur- 
vey of the Tokyo Chamber of Commerce, 
the average for all industries is about 
¥2,061 3/ a month for a spouse, ¥852 
for the first child, and progressively 
smaller amounts for additional chil- 
dren. 4/ 

The housing allowance is included in 
wages only for those employees not liv- 
ing in company housing. A range from 
about ¥2,000 a month for a bachelor to 
¥6,000 for married employees is a typi- 
cal housing allowance. Employees in 
sompany housing are charged an "economic 
rent" which the company calculates by a 
standard formula, and it represents the 
minimum payment required to qualify 
company housing as tax-free 5/ payment- 
in-kind to the employee. The payments 


are nominal, and range from #300 for a 
room in a bachelor dormitory to about 
¥6,000 a month for a supervisory staff 
house. The “economic rent" charged by 
one company, for example, amounts to 
only 5 percent of the monthly cost to 
maintain the housing. (The cost in- 
cludes depreciation, maintenance, and 
interest on funds required to construct 
housing and purchase land.) In the same 
company, about 60 percent of the em- 
ployees live in company housing; for 
manufacturing companies, the average is 
about 50 percent. Employees are _ en- 
couraged to buy their own homes’ with 
financial assistance from the company. 
Such loans are granted at low interest 
rates approximating 3 percent a year; 
usually, the principal collateral is a 
lien on the employee's retirement al- 
lowance. 

The commuting allowance 
employee commuting costs. The tax- 
exempt limit for this allowance is 
#4,200 amonth. A Ministry of Labor 
survey in 1968 indicated that almost 
half ,of all companies surveyed subsi- 
dized smaller amounts of actual costs, 
up to the tax-exempt limit. 

Many other "personal items" 
vided for their employees 
business enterprises, 
grees. These include meals, medical 
facilities, recreation facilities--in 
terms of resort housing for vacations-- 
nursery, library, beauty shops and bar- 
bershops, company outings, educational 
loans for dependent children, and sav- 
ings plans. In addition, there are the 
universally provided "congratulatory 
and condolence" benefits which usually 
include the employee's time off for mar- 
riage, for death of relatives, and for 
childbirth by his wife. Usually, these 
events are accompanied by cash payments 
from the company--for example, one com- 
pany provides ¥15,000 in the event of a 
marriage of an employee with 3 years of 
service; an employee with less than 3 
years of service receives ¥10,000. 

Many companies fotm mutual aid so- 


subsidizes 


are pro- 
by Japanese 
in varying de- 
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cieties to provide the congratulatory 
and condolence payments, aswell as pay- 
ments to make up for reductions in in- 
come when employees are on sick leave 
beyond the paid period. The company 
provides most of the funds for these so- 
cieties; employee contributions amount 
to about ¥100 a month through payroll 
deductions. 

Overtime payments are a_ significant 
percentage of totalmonthly wages. These 
are favored by employers in preference 
to employment of additional workers, 
which would add to the employer's cost 
of bonus and retirement allowance pay- 
ments. For the employees, it is a wel- 
come addition tomonthly wages, and many 
are not particularly anxious’ to leave 
for their small homes or rooms. The 
minimum overtime rate is 125 percent of 
the hourly rate, which is calculated 
from the monthly "basic wage." 

The seasonal bonus usually is paid in 
June and December. The mid-year bonus 
payment tends to be slightly less than 
the yearend payment and is timed to co- 
incide with the "gift-giving" season in 
Japan. Although the bonus started as a 
"oift-giving" expression by the employ- 
er, it is now viewed as a fundamental 
part of the compensation system by the 
unions, which negotiate actively on the 
amount. Generally, the bonus is ex- 
pressed in terms of number of months' 
"basic wage," and the number has been 
increasing because of the higher earn- 
ings performance of Japanese companies}; 
the average is now about 5 months, com- 
pared with slightly less than 3.5months 
in 1966. 

The customary retirement age 
The principal nonstatutory employer- 
supplied retirement benefit is usually 
a lump-sum payment calculated by multi- 
plying the last monthly "basic wage" by 
the number of years of service, modified 
by a formula. (Some employers, however, 
do provide a small monthly pension.) 6/ 
Japan's relatively low retirement age 
results mainly from its "wage-for-age" 


ke So 


and lifetime employment practice. Early 


retirement provides more room for auto- 
matic advancement, and for the firm it 
eases the financial burden of the lump- 
sum retirement allowance. (In this con- 
nection, it should be noted that the 
lump-sum retirement allowance is paid 
at age 55, even though companies actu- 
ally may increase their retirement age 
beyond 55 years.) Some companies ease 
the lifetime compensation formula by 
rehiring retired employees on temporary 
contracts (generally, such employees 
receive lower monthly wages, and do not 
receive additional retirement benefits.) 
Many of the rehired employees are as- 
signed to subsidiary companies. 

Top management, including the presi- 
dent, vice president, and managing di- 
rectors, generally receive special com- 
pensation and work beyond age 55, as 
long as they are able. An employee often 
does not enter top management until age 
55; at that time he receives his lump- 
sum retirement allowance and is removed 
from the lifetime compensation system. 
However, his salary jumps significantly, 


and he receives sizable bonuses’ which 
are sometimes incorporated into the 
salary rather than paid semiannually. 


When the employee finally retires, the 
Board of Directors usually approves pay- 
ment of an additional substantial lump- 
sum retirement allowance. 

Statutory payments, by contrast with 
those already described, are specifi- 
cally required of the employer by the 
law. They include premiums for health 
insurance, unemployment insurance, and 
workmen's compensation and social _ se- 
curity taxes. None involve direct cash 
payments by employers to workers. 


The study of the 
American Chamber of Commerce 
in Japan (ACCJ) 


In order to obtain a _ better under- 
standing of the compensation system, 7/ 


the American Chamber of Commerce in 
Japan (ACCJ) surveyed a joint-venture 
manufacturing company employing some 
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400 people, all of whom had been trans- 
ferred froma large Japanese parent com- 
pany having more than 3,000 employees. 
(The latter ranked in the top 200 Japa- 
nese companies in terms of sales.) The 
employees transferred to the joint-ven- 
ture company with theunderstanding that 
the same compensation and benefit plans 
would apply to them as_ in the parent 
company. 

The labor force of the company sur- 
veyed by the ACCJ is 17 percent nonunion 
(supervisors and higher), 82 percent 
union and 1 percent nonregular. The av- 
erage age of the employees is 30 years, 
and the average length of service with 
both joint-venture and Japanese parent 
company is 9 years. About 18 percent of 
the employees are women. 

The average monthly wages, as dis- 
tinct from total compensation, for em- 
ployees inthe company are significantly 
higher than the overall industry aver- 
age, reflecting the company's size and 
the fact that it is one of the more so- 
phisticated industries, requiring high- 
er qualified personnel. 8/ The statis- 
tics provided in this survey are based 
on 1969 "basic wage" levels, which, for 
this company, were increased about 20 
percent in the spring of 1970. Average 
compensation per employee per month, 
paid by this company for fiscal year 
1969 was as follows: 





Average 
compensation 
per employee 
a month Per- 
(inyen 1/) cent 
Total employ- 
ment com- 
pensation 2/+-+-- 140,400 100.0 
Monthly wages 
(base pay) 3/..... 73,800 52.5 
Basic wage......... 57 ,800 41.2 
Position allow- 
ance 4/......+++- 4,000 2.8 


13 

Shift and special 

work allow- 
Se 2,700 1.9 

Housing allow- 

NCO. cccccccccces 700 3 

Commutation 

SLI OUNRCOs «<00009 1,800 :.3 

gs 6,800 4.8 
"Fringe benefits".... 66,600 47.5 

Seasonal bonus..... 37,000 26.4 

Cost of company 

housing.......+.- 17,400 12.4 
Pension accrual.... 1,300 9 
Lump-sum retire- 

ment allowance 

ACCTUCH cc cseccoes 1,100 8 
Lump-sum retire- 

ment not 

ae na 3,600 2.6 
Statutory fringe 

benefits........ ° 6,200 4.4 

1/ 360 yen=US$1. 

2/ Total does not include incentive 
wages, good attendance allowances, 18 
paid holidays, and 20 days paid vaca- 
tion. 

3/ Approximates conceptually monthly 
contractual cash payments as published 


by the Ministry of Labor. 

4/ The position allowance ranges from 
about 10 percent at the assistant sec- 
tion manager level to 22 percent for 
top management (Bucho). 


The Japan Federation 
of Employers’ Associations (JFEA) 


A widely used source of employment 
compensation statistics is the survey 
of "fringe benefits" paid by employers, 
published annually by the Japan Federa- 
tion of Employers' Associations (JFEA). 
According to the JFEA fiscal 1969 (end- 
ing March 31, 1969) survey, fringe ben- 
efits only amounted to 18 percent of 
monthly cash earnings, which averaged 
¥69,555. 
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This cash earnings figure includes 
not only basic wages but also a number 
of cash payments which in U.S. practice 
would be classed as fringe benefits. 
Hence, the 18 percent is not comparable 
to a similar calculation in the United 
States. According to JFEA, the follow- 
ing, among others, are included as part 
of "cash earnings:"' seasonal bonus, 
paid holidays and vacation, family and 
housing allowances aswell as the "basic 
wage,"' and position, incentive, shift, 
good attendance, regional, commuting, 
and overtime allowances. The housing 
allowance is listed as both a "fringe 
benefit" and a component of wages. The 
amount included in wages is paid to em- 
ployees who are not living in company- 
provided housing, while the amount in- 
cluded in "fringe benefits" is for com- 
pany-provided housing. 

To more nearly approximate the base 
pay/fringe benefit structure common in 
the United States, fringe benefits based 
on statistics prepared by the JFEA would 
be computed as 87 percent of the “base 
pay" or monthly wage, as follows: 


Percent 
Total base pay..........-. 100.0 
Fringe benefits..........e00- 87.0 
Seasonal’ bonus............- 40.0 
Incentive wageS.......s.se6- 7.0 
Statutory fringe benefits 
(required by law)........ 11.0 
Nonstatutory fringe bene- 
fits (not required by 
law), including family, 
housing, commuting, and 
regional allowances....... 27.0 
Lump-sum retirement 
(mot accrued)......... 8.0 
Miscellaneous wage 
PAYMENES... eee eeeeeeees eee 2.0 


If these figures were adjusted to in- 
clude the equivalent of about 1 month a 
year for holidays and vacation, the to- 
tal proportion would be increased to 


about 95 percent of "base pay." 


Conclusion 


The Japanese wage system has been 
changing in line with the expansion of 
the’ economy and development of persist- 
ent labor shortages in the past few 
years. Wage differentials by age and 
length of service have narrowed, as have 
differentials by size of enterprise and 
type of industry. The increased mobility 
of labor has been an influence toward 
equalization. As filling vacancies with 
recent school-leavers and other young 
workers becomes increasingly difficult, 
the formerly low-wage level of such 
workers rises markedly. A growing de- 
mand for unskilled labor accompanying 
the expansion of services has led to 
substantial wage gains for this type of 
labor; similar gains have been attained 
by young workers and women, who 4re much 
in demand because of their adaptability 
to expanding technological progress. 9/ 

The foregoing developments, together 
with pressure within labor unions by 
younger workers who demand wage uni- 
formity for similar jobs, are gradually 
changing the patterns of wage determi- 
nation. 10/ Japanese employers are in- 
creasingly adopting a pay system more 
closely related tothe type of work per- 
formed. The labor market plays an in- 
creasingly important role in the deter- 
mination of the starting wage, particu- 
larly for those professionals for whom 
a strong demand exists, for example, en- 
gineers. The starting wage of such em- 
ployees, when not hired at once upon 
completion of their formal education, is 
changing to reflect their age, year of 
graduation, type of school and degree, 
experience, and the compensation paid 
employees of the same type in the area. 
In a very few industries (i.e., tex- 
tiles, private railways, and the mer- 
chant marine) the starting wage is ne- 
gotiated on an industrial or area basis 
by the national union and the major or- 
ganized employers. 
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1/ The seniority, or lifetime employ- 
ment, system (nenko) has amore restric- 
ted application than observers commonly 
acknowledge; probably about 40 percent 
of the nation's labor force is employed 
under the nenko system. The ones most 
dissatisfied with the system are younger 
workers, women, and temporary employees. 
See Labor Law and Practice in Japan 
(U.S. Department of Labor, Bureau of 
Labor Statistics, Report 376, 1970), 
p. 35. 

2/ Ibid. 

3/ 360 yen=US$1. 

4/ American Chamber 
Japan, Labor Relations Committee, "A 
Potpourri of Japanese Employment Prac- 
tices,'"' The Journal of the American 





of Commerce in 


FOOTNOTES 





Chamber of Commerce in Japan (Tokyo, De- 
cember 5, 1970), p. 25. 





5/ The employer can deduct it from 
his income for tax purposes. Since only 
cash earnings are taxable, the worker 


does not have to pay taxes on these 
items either. 
6/ The retirement allowance (as dis- 


tinguished from "old-age insurance" re- 
quired by law), including in this case 
both the lump-sum retirement allowance 
and pension, usually reflects amounts 


actually paid during the year, not the 
annual liability accrued on the conm- 
pany's books. In Japan, the accrued 


lump-sum retirement allowance is sub- 
ject to tax-deductible limitations, and 
most companies accrue the liability on 
their books, only to the tax-deductible 
limit; company costs and liabilities 
can be significantly understated be- 
cause of this. 





7/ Statistics on wages and fringe 
benefits and combinations thereof are 
numerous in Japan. Hence, the unwary 


American reader is apt to be misled un- 
less heclearly understands the concepts 
employed. One source of information is 
the Oriental Economist, which publishes 
a survey it conducts. Also, annual fig- 
ures on various types of fringe bene- 
fits are published by the Ministry of 
Labor in its Yearbook of Labor Statis- 
tics. The Ministry of Labor's survey 
usually includes enterprises as small 
as those employing only 30o0rmore “reg- 
ular" workers (including a number of 
"temporary" workers who are employed at 
least 18 days in the 2 months preceding 
the survey date). Because the Ministry's 
survey covers smaller and medium-sized 
firms, its results differ somewhat from 
the Japan Federation of Employers' As- 
sociations (JFEA) and the ACCJ averages. 

8/ A direct correlation exists  be- 
tween size of company, the wage level, 
and the proportion of total compensation 
which is inthe form of fringe benefits. 
The larger company often is more ef- 
ficient and has greater resources, and 








hence may pay more than the smaller 
company. 
9/ Labor Law and Practice in Japan, 





op. cit., p. 35. 

10/ Some observers aver that the unions 
are not actively demanding wage uni- 
formity because (1) older workers have a 
vested interest in the progressive se- 
niority scale, and (2) younger workers 
recognize the benefits of a wage scale 
which, although low for beginners, pays 
them much in excess of their produc- 
tivity later on in their careers. 








NEW ZEALAND’S SOCIAL SECURITY SYSTEM OUTLINED* 





New Zealand's social security system 
is exceptionally broad. It not only 
protects income against the risks of 
unemployment, illness, and old age, but 
also provides supplements on a general 
scale even when no loss’ in income has 
occurred. 1/ Specific programs include 
benefits for unemployment, old-age pen- 
sions and superannuation (retirement), 
long-term (invalidity) and temporary 
sickness, widows and orphans and 
family and child allowances. 2/ Supple- 
mentary benefits are available to those 
not eligible for specific programs and 
also, when necessary, to fill the gap 
between regular benefits and the amount 
required to provide an "adequate" level 
of income. However, persons qualifying 
for one program cannot qualify for bene- 
fits under another except for those 
receiving "war pensions" and family 
allowances. 

General provisions 

Coverage varies with the program; it 
is universal for superannuation bene- 
fits, the national health system, and 
family and maternity benefits. Work- 
injury compensation and unemployment 
insurance cover those inthe work force. 
Separate programs apply to government 
workers at the national and local leyels. 

Benefits are designed to sustain "an 
acceptable standard of life" in relation 
to the general wage level but to avoid 
adverse effects on incentives. The 
Government also tries to prevent undue 
strain on the national budget. 3/ For 
the most part, benefits are a flat sum 
and unrelated to previous earnings. 
However, unemployment and sickness 
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benefits, which are related to previous 
income, may not be higher than the 
last earnings received. 

Various social security programs em- 
ploy a "means test." That is, persons 
having an income beyond a certain level 
cannot qualify for full benefits or may 
not receive any benefits at all. 4/ 
Thus, as of September 1970, applicants 
for old-age benefits must have an in- 
come under NZ$572 5/ a year exclusive 
of benefits. For every NZ$2 of non- 
benefit income above NZ$572, the bene- 
fit is reduced by the same amount. 
Other programs subject to the means 
test include invalidity and sickness, 
supplementary or emergency assistance, 
and war pensions. Excluded are _ super- 
annuation, unemployment insurance, work- 
men's injury compensation, and family 
allowances. 

The means test was designed originally 
as an economy measure and not as a 
disincentive to employment. But, to 
some extent, it does encourage bene- 
ficiaries to withdraw from the labor 
market. The test has been criticized 
by various groups, including unions, as 
an unnecessary invasion of privacy and 
as a disincentive to return’ to work. 
To the extent that the means test re- 
duces benefits, it penalizes savers. 6/ 

Benefit rates are changed frequently 
in response to changing economic’ con- 
ditions. Since 1939, when the system 
was established, rates have changed 21 
times, generally increased. Most often 
these changes have been made _ when 
general upward adjustments in wages are 
allowed under New Zealand's arbitration 
and conciliation system. However, bene- 
fits also are set when significant 
changes have occurred in national in- 
come, actual wage payments’ rather than 
those set by the arbitration and con- 
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ciliation machinery, and in the cost of 
living. 
Residence qualifications for benefits 


vary. For old age and superannuation 
benefits, the claimant must have had 20 
years' residence. Absences up to 2 


years, in addition to6 months for every 
year over 20, are disregarded. 7/ For 
invalidity benefits an applicant must 
have 20 years' residence; if he is 
blinded or otherwise incapacitated, 
e.g., by reason of a congenital defect, 
only 10 years' residence is required. 
Applicants for unemployment and temporary 
sickness benefits must have lived in 
New Zealand at least 1 year. 

Social security programs, except for 
workmen's injury compensation, are 
financed out of the Government's general 
budget. 8/ No special fund is geared 
actuarially to present and prospective 
needs, as is done in the United States. 
Thus, premium rates are supposed to 
cover benefit costs in any fiscal year. 
Until 1958, all residents, and insured 
persons, paid 7.5 percent of their year's 
earnings, employers paid 7.5 percent of 
their net taxable income, and general 
government funds made up deficiencies. 
In 1958, however, business and personal 
income taxes were increased to include 
employer and employee social security 
taxes, but in 1969 these funds no longer 


were identified separately. Workmen's 
compensation is not funded this way, 
however; employers pay all insurance 


premiums through private carriers, but 
the Government does assume the cost of 
direct medical care. 

New Zealand and Australia have re- 
ciprocal arrangements permitting cover- 
age of New Zealanders’ residing tempo- 
rarily or permanently in Australia, for 
old-age pensions, widows', invalidity, 
sickness, unemployment, and family 
benefits. A New Zealander temporarily 
residing in Australia and otherwise 
eligible may receive only 6 months' 
coverage. A New Zealander permanently 
residing in Australia may qualify for 
Australian benefits as if he were born 


in Australia or originally lived there. 
Arrangements negotiated with the United 
Kingdom and Ireland have similar resi- 
dence clauses except that temporary 
residents are not eligible for paid 
benefits, while benefits for permanent 
residents are adjusted to the appro- 
priate national level. Recipients who 
receive national insurance benefits from 


the United Kinggom and Ireland may re- 
ceive additional amounts from the New 
Zealand Government to equal the New 


Zealand levels. 


Administration 


The Social Security Department 9/ 
supervises 21 Registrars' Offices in 
major centers and 28 District Agencies 
in smaller towns. The Registrars' 
Offices administer all social security 
activities, including processing and 
verification of applications for bene- 
fits and other services. District 
Agencies administer only unemployment, 
sickness, and emergency benefit pro- 
grams. 

Basic social security policy is made 
and interpreted by the Social Security 
Commission, which was established in 
1939. The Commission's chairman serves 
concurrently as head of the Social Se- 
curity Department, Secretary for War 
Pensions, and Director of Rehabilitation. 
The Commission plays an important role 
in direct policy formulation through 
cases it hears. The Commission delegates 
much of its initial hearing powers to 
the Department's local officers whose 
decisions are subject to review by the 
Commission. Although bound by legal re- 
quirements, the Commission has wider 
latitude in procedural and substantive 
matters than thecourts, which processed 
applications for old-age and widows' 
pensions before the Commission was es- 
tablished. Thus, persons may beeligible 
for benefits who could not qualify under 
the more strict Court interpretation. 
The Commission has a _ reputation for 
scrupulous objectivity, and has safe- 
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guarded the rights of individuals apply- 
ing for social security benefits. 

A special official, the Ombudsman, 
appointed to look into citizens' griev- 
ances against the Government, reviews 
actions of the Social Security Commis- 
sion and the Department. 

Most Commission actions 
ject to Court review; appeals from 
Commission decisions may be taken to 
the Courts only on medical grounds re- 
lating to invalids' and miners' bene- 
fits. 10/ A Magistrate's court may 
hear actions when an applicant has 
withheld information about his assets, 
which might influence the level of 
benefits. Appeals of Department de- 
cisions on war veterans' pensions and 
allowances are heard by a War Pensions 
Appeal Board. 


are not sub- 


Major programs 


The most important programs in amounts 
expended are old-age and superannuation 
(retirement) benefits. (See table.) 
Family benetits, which include child 
allowances, are paid to the largest 
numbers of beneficiaries. Health and 
sickness benefits and medical care also 
go to a substantial number of claimants. 
Unemployment payments are low largely 
because of New Zealand's current pros- 
perity. 


Old-age and superannuation (retirement) 
benefits. Many may be eligible for 
either the superannuation or the old- 
age benefit. The superannuation (retire- 
ment) benefit is payable to all persons 
65 years old and over who have been 
residents for 20 years (or 10 years if 
resident on March 15, 1938). To be 
eligible for the old-age benefit, 
claimants must have reached their 60th 
birthday. Both programs pay the same 
basic amounts. Currently, the annual 
benefit is NZ$715 for an unmarried per- 
son and NZ$650 for a married person. 
Husband and wife may receive either in- 
dividual pensions or NZ$1,300 jointly. 





However, the old-age benefit is subject 
to the "means" or income test, and the 
superannuation scheme, which more nearly 
resembles a conventional retirement 
arrahgement, is not. 

Some elect theold-age benefit despite 
its income penalty provisions because 
applicants qualify at an earlier age, 
the income is not taxed, ll/ and the 
waiting period for survivorship bene- 
fits is shorter. However, over the 
last decade, claims for superannuation 
benefits have been rising, while those 
for old-age benefits have been dropping. 
(See table.) 


Health benefits. Health, sickness (both 





long-term and temporary illness), and 
other medical benefits are important 
components of New Zealand's social se- 
curity program. (See table.) Invalidity 
and sickness benefits, which partially 
replace incomes lost because of long- 
term illness (invalidity) for all, and 
sickness (i.e., temporary idleness of a 
forker due to sickness) are paid to the 
beneficiary. Costs of hospitalization, 
drugs, and physicians' services are 
paid directly to those providing these 
goods and services. Dental and home 
nursing services also are provided. 
Invalidity benefits are payable to 
anyone 16 years of age and older who 
meets the residential qualifications 
under the superannuation benefits pro- 
gram, is either totally blind or per- 
manently incapacitated, and cannot 
qualify for old-age benefits. The basic 
benefit is NZ$715 for an unmarried per- 


son 20 years of age or older; an un- 
married person under 20 gets NZ$611; 
married couples received NZ$1,300; a 


married woman gets NZ$650. When a re- 
cipient of invalidity benefits becomes 
eligible for an age benefit, he must 
relinquish the former in favor of the 
latter. There is a means test. Annual 
benefits for blind persons regardless 
of the cause may amount to 25 percent 
of their total earnings up to NZ$1,599 
for an unmarried person, and NZ$1,534 
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Major social insurance and welfare programs: claims and 
benefits in force 1/ as of March 31, 1960 and 1970 
Benefits in force 
Number : 
(in millions of 
of elaine New Zealand 
Type of program (in thousands) fhtnem OF 
1960 1970 1960 1970 
Betel 2. Hidtabuwinennsiwe (3/) (3/) 218.5 352.3 
Superannuation.....cecseecececeee 88 .0 142.9 27.4 93.3 
Old ABC. ccccccccccccccccccccccccs 116.1 98.9 52.5 69.0 
War pensions........ cecccccccce oe 52.5 45.4 22.4 30.0 
Widows and orphans' benefits..... 13.3 16.0 7.7 14.7 
Emergency 4/.....scccccccceees eee 3.1 5.3 1.9 4.0 
Supplementary assistance 5/ 6/... 5.5 11.9 5 1.9 
Unemployment 5/....eceeeeeeeeeees 3 1.0 4 1.5 
Family and child allowances 5/ 
Families 7/..... ecccccccccccccs 343.2 408.4 8/ 58.4 8/ 72.3 
Children 7/...cccccccccccccccces 820.0 990.0 -- -- 
Health and sickness...... ecccccee (3/) (3/) 47 .3 65.6 
Teva lidi ty ccccccccccccccscccese 8.0 8.3 4.1 6.4 
Sickness .5/..ccceeccccccccecces 4.1 5.9 3.4 6.1 
Hospital 5/..... eccccccccccccecs (3/) (3/) 11.3 9/ 5.5 
Maternity 5/.....eeeee- coccccce (3/) (3/) 3.1 3.0 
Medical 5/ 10/ 11/.....c.eeeees (3/) (3/) 8.5 9.7 
Drugs 5/....+eeee- eccccccccccce (3/) (3/) 11.9 1ll/ 27.3 
Supplementary 5/....s.seeeeeees (3/) (3/) 5.0 7.6 

















1/ Annual rates of monthly and weekly 
benefits; these are not actual payments 
unless otherwise indicated. 

2/ NZ$1=US$1.12. 

3/ Not available. 

4/ Covers outlays on an emergency 
basis until benefit payments can be 
determined and initiated; italso covers 
persons who may not qualify under any 
one of the other programs, except family 
allowances. 

5/ Actual payments during the fiscal 
year are shown. 

6/ Includes special outlays for bene- 
ficiaries of other programs--supplements 
in hardship cases to cover cost-of- 
living items when benefits under another 
program are inadequate to do so. 

7/ That is, 343,200 families having 
820,000 children in 1960, and 408,400 


families with 990,000 children in 1970. 

8/ Excludes amounts of loans’ for 
housing assistance. In FY1970 these 
amounted to NZ$7,500,000. 

9/ Excludes amounts paid via regular 
appropriations to public hospitals 
which formerly were allocated on _ the 
basis of individual claims. The 1970 
figure includes only amounts paid to 
private hospitals. 

10/ Includes physicians' services not 
covered by other programs. 

1l/ The sizable increase reflects not 
only arising number of beneficiaries but 
changes inthe prices and types of drugs. 


Source: New Zealand, Department of 
Statistics, Monthly Abstract of Sta- 





tistics (Wellington, September 1970), 


table 17, p. 23. 
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for a married person, before the means 
test is applied. 

Workers over 16 years of age who are 
idled temporarily by illness or acci- 
dent, regardless of cause, may receive 
sickness benefits to cover loss of 
earnings up to NZ$25 a week, including 
pay of a_ substitute. Special pro- 
visions cover support of wives, 12/ and 
home care. The benefit is reduced by 
NZ$O.10 for every NZ$0O.10 in income re- 
ceived over NZ$11 a week. 

Medical benefits cover 
of services and’ are paid directly to 
the doctor or the hospital. Doctors 
and other medical practitioners receive 
up to NZ$0.75 for every visit either at 
home or in the office, and NZ$1.25 for 
urgent cases at night, or on Sundays or 
holidays. Mileage also is paid under 
certain circumstances. About 2,000 
doctors were paid under this program in 
1970. 

Maternity benefits cover physicians’ 
services and postnatal care. Benefits 
are paid directly to physicians at 
"prevailing rates."' Hospital charges 
are paid at the rate of NZ$7.40 a day 
for up to 14 days after birth. Mid- 
wives and maternity nurses treating a 
patient outside a hospital receive NZ$8 
for each day of service during labor and 
NZ$5.40 for each of the 14 days of serv- 
ice after the birth of the child. 

Public hospitals are free. Until 
1964, hospitals were paid on the basis 
of individual patient services or in 
lump-sum grants by the Department of 
Health. As shown in the accompanying 
table, benefits for hospital services 
dropped between fiscal 1960 and 1970 
because benefits are no longer paid to 
hospitals on the basis of the numbers 
hospitalized. Rather, these costs have 
been absorbed since 1964 in the regular 
appropriations for these hospitals. The 


a broad range 


NZ$5,500,000 reflect only payments to 
private hospitals. 
"Domestic assistance" is available 


when the mother 
under lives 


of a child 12 years or 
at home and is incapaci- 


tated, when three or more such young 
children are at home and any one house- 
hold member requires special care, or 
when all members of a household are 
wholly or partially incapacitated. 
Domestic assistance for "undue hardship" 
is included in supplementary medical 


benefits shown in the accompanying 
table. 
Family allowance plan. The family 





allowance or benefit program was es- 
tablished in 1946 to supplement family 
incomes and benefits under other pro- 
grams not determined by the numbers of 
dependents. These benefits are paid to 


families with children under 16 years 
of age, or 18 years if the child is 
attending school full time. The pro- 
gram's coverage rose from 343,000 


families involving 820,000 children in 
March 1960 to 408,000 families and 
almost 1,000,000 children in March 
1970. Benefits of NZ$1.50 weekly for 
each child amounted to NZ$72,318,000 
as of March 1970. These benefits, which 
are not subject to a means test, can 
be paid directly into family accounts 
at the Post Office Savings Bank. 

An unusual feature of this program 
is the assistance provided since 1964 
to families to purchase housing. Under 
this scheme, family benefits are "cap- 
italized"--that is the total amount of 
benefits expected to be paid over the 
period of eligibility is calculated-- 
and this sum advanced to the family (in 
lieu of weekly benefits) to help build 
or purchase a home. Such capitalized 
amounts may not be less’ than NZ$400 
or more than NZ$2,000. About 8,000 
applications were approved, and about 
NZ$7,500,000 was advanced in the fiscal 
year ending March 31, 1970. 

A Family Maintenance Allowance supple- 
ments benefits under other social se- 
curity programs by providing NZS$0.75 
weekly for the second dependent child 
and up to NZ$l1 weekly for each ad- 
ditional child. is paid 
for the first child of a 


No allowance 
dependent 
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married couple. A _ single parent re- 
ceives NZ$10 weekly for the first de- 
pendent child and NZ$1 a week for each 
additional dependent child. Families 
with more than 11,000 eligible children 


were receiving these benefits as of 
March 31, 1969. 
Widows' and _ orphans‘ benefits. Both 





programs provide an income inthe absence 
of a breadwinner, but the widows' bene- 
fit program is by far the larger. As 
of June 30, 1970, about 15,700 widows 
were receiving benefits valued annually 
at NZ$14,932,000, compared with only 
333 beneficiaries of the orphans' bene- 
fit program with an annual value of 
NZ$160,200. Although the program origi- 
nally was intended primarily to assist 
widows with children, more than half of 
those receiving widows' benefits are 
women without dependent children. How- 
ever, awidow without dependent children 
is eligible for benefits if (1) her 
marriage lasted at least 15 years, or, 
alternatively, she cared for at least 
one child for not less’ than 15 years 
during her marriage; or (2) she was 
married for at least 5 years, and her 
husband died after she reached 50 years 
of age; or (3) she is 50 years of age 
and became a widow after 40 years of 
age, provided she had been married at 
least 10 years. She may become eligible 
only 15 years after the date of her 


marriage. In addition to widows, the 
program covers deserted wives (whose 
benefits may continue after divorce), 


and women whose husbands are in mental 
institutions. 

Benefits include a basic annual pen- 
sion of NZ$715, and an additional bene- 
fit of NZ$520 for one dependent child 
and NZ$52 for each additional child. 
A woman without dependent children may 
have a combined annual income and bene- 
fit up to NZ$1,289 before the benefit 
is reduced; a woman with one dependent 
child may have combined income and 
benefits of NZ$2,015 annually, increased 
by NZ$52 for each additional dependent. 


In addition to the widows' benefit, the 
widow receives a family allowance of 
NZ$1.50 each week for each child. 
Eligible orphans are those whose last 
surviving parent was resident for at 
least 3 years before his death. The 
program covers those in private and re- 
ligious orphans’ homes but not those in 
state institutions. The benefit can be 
as much as NZ$377 a year, but is re- 
duced, by the "means test," NZ$2 annually 
for each NZ$2 of income over NZ$104. 
If the orphan's benefit falls below 
NZ$78 annually, he then becomes eligible 
to receive the family allowance instead. 


Unemployment insurance. Unemployment 
insurance covers most wage and salary 
earners. Applicants must be unemployed, 
willing and able towork, and have taken 
steps toobtain work. Minimum acceptable 
action by the worker is registration for 
employment with the Department of Labor. 
On presentation of the appropriate 
documentation, the Social Security De- 
partment acts on his claim. An appli- 
cant has to wait 7 days before he can 
receive benefits for a limit of 26 
weeks. Benefits in hardship cases can 
be waived so long as "the appropriate 
conditions" persist. 
Unemployment benefits 

other programs are modest. 
30, 1970, there were 
than 1,100 recipients, 
NZ$1,500,000 were paid out in fiscal 
1970. These figures reflect the low 
level of unemployment in New Zealand. 





compared with 

As of June 
Slightly fewer 
and only about 





War pensions and veterans' allowances. 
The war pensions program is governed 
by the War Pensions Act of 1954. The 


Secretary for War Pensions is an offi- 
cer of the Social Security Department, 
but he reports also to the Minister of 
War Pensions, who heads a_ separate 
agency. Pensions are payable to veterans 
disabled during service or whose dis- 
ability is service-connected, and their 
dependents. The basic pension is 
NZ$13.75 a week for a male veteran; in 





22 





LABOR DEVELOPMENTS ABROAD, MARCH 1971 





addition, an unemployed or ill veteran 
receives a special pension for loss of 
income ("economic pension") of NZ$12.50, 
subject to the means test. Wives or 
other adult dependents also receive ad- 
ditional allowances under the family 
allowance and other social security pro- 
grams. 

War veterans' allowances also are pro- 
vided for disabled veterans, regardless 
of whether the disablement is service- 
connected. The allowance is paid not 
only to New Zealanders who served inthe 
country's military services but also to 
veterans of other commonwealth coun- 
tries. Except for short absences 
veterans must have in New Zealand 5 
years continuous residence immediately 
preceding the date of the claim. For 
others, a 20-year residence period is 
required. At the discretion of the War 
Pension Board, a widow may continue re- 
ceiving the pension or may be paid a 
lump sum up to 2 years' value of bene- 
fits. A War Pension Appeals Board hears 





appeals by claimants. 
Workmen's compensation. The Workmen's 
Compensation System, established in 


1900, was modeled on legislation passed 
in the United Kingdom in1897 and covers 
all employees, apprentices, and certain 
farm tenants and sharecroppers. Enm- 
ployers are required to insure against 
their liability, and cover their lia- 
bilities through private insurance 
carriers. 
Compensation 
the nature 


is related not only to 
of the injury but also to 
previous earnings. Payments cover 
temporary or permanent incapacity to 
work and may be as much as 80 percent of 
the worker's earnings, up to a maximum 
of NZ$23.75 weekly. Claims are adjudi- 
cated by a special Workmen's Compensation 
Court. A worker may sue the employer 
for damages in the regular courts, but 
the employee cannot claim both damages 
and compensation. 
The system has 


been criticized on 


grounds that the benefits are inadequate 


and that an undue burden is put on the 
employer. Whether the employer bears an 
excessive part of the cost may be open 
to debate, for often he passes on these 
costs’ to the consumer. The Royal Com- 
mission of Inquiry on Workers' Compen- 
sation in 1967 felt that the system is 
at least inconvenient because it puts 
a third party between the employer and 
the beneficiary. The Commission recom- 
mended that financing be changed to 
more nearly resemble the social security 
system, where social costs are more 
equitable. Contributions or taxes would 
be paid to the Government, which in 
turn, would administer benefits, and 
eliminate private carriers. The con- 
mission also proposed that all acci- 
dents, whether work-related or not, be 
compensated regardless of fault. No 
legislative action has been’ taken on 
this proposal. 


Related programs. The Government Super- 
annuation Fund, which is distinct from 
the superannuation benefits program 
described earlier, generally covers only 
national government employees. The 
system for most employees is voluntary 
but for policemen, prison guards, and 
young employees (aged 17-24) participa- 
tion is mandatory. Premiums, propor- 
tional toearnings and adjusted for age, 
range from 5percent for employees under 
30 years old to 10 percent for those over 





50. Employees may pay only 60 percent 
of the normal premium and receive 
correspondingly lower benefits. Pre- 


miums are adjusted for the uniformed 
civil and military services who are com- 
pulsory members but who may not have had 
the 40 years of coverage required for 
full benefits. Women employees have had 
the same coverage asmen since 1962 when 
equal pay provisions for women in the 
State services were introduced. Pre- 
mium rates for members and staff of the 
judiciary and of Parliament are some- 


what higher and provide more liberal 
benefits. Basic benefits are adjusted 
annually to offset cost-of-living in- 
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creases. In addition to the basic bene- 
fit, all groups have special allowances 
for widows and children. 

The fund earns interest and receives 
subsidies to cover some employees 
of government corporations. In the 
year ending March 31, 1969, more than 
100,000 employees contributed about 
NZ$14,500,000; interest came to over 
NZ$6,574,000 and the Government con- 
tributed about NZ$20,200,000. Despite 
a rise in benefits, assets in the Fund 
have been accumulating rapidly; between 
the fiscal year ending in March 3l, 
1964, and fiscal 1968 the accumulated 
fund rose by over NZ$51,000,000. 

The National Provident Fund, which was 
established in 1911, amtedates many of 
the social security programs and pro- 
vides retirement benefits for members 
of the general public and for local 
government employees. Similarly to the 
Government Superannuation Fund, local 
employees' benefits are automatically 
adjusted annually for the cost of 
living. Also covered are employees of 
certain government corporations, nurses, 
and firemen. Coverage for the public is 
voluntary. In all, about two-thirds of 
the over 40,000 contributors are from 
the general public. The Fund operates 
as a pool to purchase local government 
securities. 

Participants from the general public 
who are 15 years or older have several 
options in paying premiums. They may 
choose the Level Payment Scheme in which 





1/ “The main object ... is to pro- 
vide . . . security for the whole popu- 
lation against loss of income, or re- 
duction below the amounts accepted by 
the community, from time to time, as 
the appropriate level below which no 
person or family should fall." See 
Clifford A. Oram, Social Policy and Ad- 
ministration inNew Zealand (Wellington, 








FOOTNOTES 


the member pays a regular premium to 
obtain a predetermined pension at 60 
years of age. Government subsidies are 
equal to 25 percent of premiums or con- 
tributions and provide the first $20 of 
the weekly pension. After 5 years, mem- 
bers electing the Level Payment Scheme 
may be eligible for other benefits such 
as “incapacity allowances" and widows' 
and dependent children's allowances. 
Under the Annual Single Premium Scheme 
the contributor may pay the premium dur- 
ing the year at his convenience. The 
Government subsidizes the first $20 of 
weekly pension as under the level pay- 
ment arrangement. 

A special scheme for farm employees 
was established in 1964 under the 
National Provident Fund, to take into 
account the special needs of farm 
workers who normally work for more than 
one employer. These employees, like 
those covered by other elements of the 
National Provident Fund, may retire 
with a pension at age 60. Pensions, 
which are not subsidized by the Govern- 
ment, are financed by equal contribu- 
tions of employers and employees, and 
interest. The Government guarantees a 
return of 4 percent. 


A covered employee may draw up to 25 


percent of the amounts accumulated in 
his account to buy or build a house. 
Unlike other programs, the National 


Provident Fund pays 
on these withdrawals. 


3 percent interest 





New Zealand, 
p- 57. 

2/ Pensions for war veterans are tied 
into social security programs, 

3/ Oram, op. cit., p. 58. 

4/ Since 1960, the possession of 
assets no longer disqualifies aclaimant 
for benefits. However, a claimant 
having an income from any source, in- 


University Press, 1969), 
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cluding income from assets, over a cer- 
tain amount is required to accept a re- 
duced benefit or no benefit at all. 

5/ NZ$1=US$1.12. 

6/ Report of the Royal Commission to 
"Inquire and Report on Workers' Compen- 
sation,"' Compensation for Personal In- 
jury in New Zealand (Wellington, the 
Government Printer, 1967), p. 103. 

7/ Persons living in New Zealand on 
March 15, 1938, who have 10 years of 
residence also qualify. In their case 
the “disregarded absence" period is l 
year during the 10 years of residence. 

8/ The Special Social Security Fund 
was absorbed by the Consolidated Reve- 
nue Account in April 1964. See New 
Zealand Official Yearbook, 1970 (Well- 
ington, 1970), p. 175. Slightly less 











than 10 percent of national income is 
expended on social security and related 


benefits. Op. cit., p. 174. 

9/ War veterans' pensions and _ some 
veterans' rehabilitation programs also 
are administered by the Department under 
the direction of the Minister in charge 
of War Pensions and Rehabilitation. 

10/ A small program provides’ special 
benefits to miners and their dependents 
for illness and accidents on the job. 
A recipient of miners' benefits cannot 
receive workmen's compensation benefits 
also. Miners' benefits are not subject 
to income tests. 

1l/ Unlike other benefits, the super- 
annuation benefit is taxable, but the 
tax may be rebated depending on the 
level of income. 

12/ A married woman is entitled toa 
sickness benefit if, in the opinion of 
the Social Security Commission, her 
husband is unable to maintain her. 








——— a 








COINS MEETING APPROVES REPORT 
ON LABOR STATISTICS IN LATIN AMERICA* 





The Committee on the Improvement of 
National Statistics (COINS) met in 
Washington, D.C., on February 2-9, 1971, 
to approve, with minor changes, a full- 
scale report on labor and price statis- 


tics. COINS was established in 195l as 
the operating committee of the Inter- 
American Statistical Institute (IASI) 


within the framework of the Organization 
of American States. It consists of the 
principal statistical officer of each 
member State, in most cases the direc- 
tor of the Central Statistical Office. 

The February 1971 meeting of COINS 
was the Tenth Session, but it was’ the 
first to consider a full-scale report 
on labor statistics, including labor 
force and employment, wages and in- 
dustrial relations, and consumer prices 
and industrial safety, as such. Past 
sessions have been devoted chiefly to 
more general matters, such as. objec- 
tives, organization of statistical 
offices, the importance of acivil serv- 
ice to provide continuity, and _ the 
formation of the Inter-American Pro- 
gram for Basic Statistics (Programa 
Interamericano deEstadisticas Basicas-- 
PIEB). 

The PIEB was drafted as aset of work- 
ing papers by the Secretariat of the 





IASI in the early 1960's, and it was 
discussed, modified and approved at 
the Eighth COINS meeting in Panama in 


1964. It consists of 14 sections, of 
which Section XII, Labor Force and Per- 
sonal Income and Expenditures, relates 
primarily to labor statistics; however, 
establishment data on employment, wages 
and salaries, prices, and some other 





*Prepared by William C. Shelton, Spe- 
cial Assistant for International Affairs 
to the Commissioner of Labor Statistics. 
Mr. Shelton attended the meeting. 


ten of 
subject 


labor subjects are split among 
the other sections, either by 

or by broad industry grouping. From an 
overall statistical point of view, the 
organization of the 14 sections is 
perhaps as logical as any, but from the 
point of view of labor statistics the 
fragmentation is awkward. 

After adopting the PIEB, the Execu- 
tive Committee of IASI established a 
Subcommittee on Labor and Social Se- 
curity Statistics, to examine and re- 
view relevant parts of the  PIEB. 1/ 
This Subcommittee on Labor and Social 
Security Statistics, experts in the 
field of labor and price statistics, met 
in first session March 12-20, 1968, in 
Washington. 


Subcommittee report 


The Subcommittee reviewed carefully 
and systematically the labor and price 
statistics called for in the PIEB and 
made a number of constructive recommen- 
dations. Perhaps even more signifi- 
cantly, the Subcommittee called the 
attention of COINS and of the IASI 
Secretariat to the following points: 

Increasing interest is shown by 
Departments of Labor in Latin America 
in developing and using labor statis- 
tics; Departments of Labor can be use- 
ful in getting funds for the labor 
statistics portions of the budgets of 
the Central Statistical Offices and in 


helping to plan the best use of those 
funds. 

. Establishment surveys of employ- 
ment, hours, and earnings can be very 


useful, especially if data for different 
industries are standardized and current. 

- To compute an adequate Consumer 
Price Index, which is not called for 
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specifically in the PIEB because it is 
a derived rather than a basic statis- 
tics, adequate price data on rent and 
other services are necessary, and there- 
fore should be included in PIEB. 


Action by COINS 


COINS discussed the report of the 
Subcommittee at its Tenth Session and 
approved it with minor changes. To the 
extent that this report is implemented 
by the Central Statistical Offices of 





1/ The Ninth Session of COINS which 
met in Caracas in 1967 was’ concerned 
for the 1970 Census 


with preparations 


FOOTNOTES 


the Latin American countries, it should 
help a great deal in improving their 
labor statistics. Labor statistics are 
still at a low level of development in 


most Latin American countries, but the 
approach in recent years has been more 
scientific, and the results over the 
decade of the 1960's show an_ improve- 


ment, even if irregular and sometimes 
sporadic. With support from Departments 
of Labor and the manpower planning 
agencies, the rate of improvement could 
be stepped up. 





of the Americas, and labor statistics 
did not play a very important part. 
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OECD Holds Meeting on Social Indica- 
tors. 1/ In December 1970, the Organi- 
zation for Economic Co-operation and 
Development (OECD) held its first meet- 
ing on the subject of social indica- 
tors. The Paris meeting was attended 
by 15 experts, representing the United 
Nations and 8 of 22 OECD member coun- 
tries. 

A social indicator 
which measures 
ditions of direct interest 
lishing standards. It is 
tinguished from the type of social 
statistic which measures an input to 
the social system, the purpose of which 
is to change a condition. For example, 
an agency using data concerning the 
number of doctors per 100,000 of the 
population as a measure of health is 
employing an input rather’ than an out- 





statistic 
social con- 
in estab- 
to be dis- 


isa 
particular 


put measure of health, such as years 
of life free of bed disability. Much 
work has been undertaken on measuring 


social input, but relatively little has 
been done with regard to quantifying 
the social output of input efforts. 

As a result, in part, of interest ex- 
pressed by members of the academic pro- 
fession, in 1967, President Johnson 
set up a group in the U.S. Department 
of Health, Education, and Welfare to 
explore the subject of social indica- 
tors. Their research, in turn, led to 
the publication of Toward A Social Re- 
port (an attempt to measure the various 
aspects of the quality of life in various 
areas) in January 1969. (At the present 
time, the Office of Management and 
Budget is coordinating a special report 
on social indicators.) 

In recent years the man in the street 





has become aware of a deterioration in 
many aspects of his life. In many areas 
he cannot walk down the street safely 
at night; he wonders if the air will be 
fit for his grandchildren to breathe or 
the water for them to swim in. These 
aspects of life are not reflected inthe 
measures used to indicate the economic 
welfare of the country. Consequently, 
work has begun on developing indicators 
that reflect the "quality of life," as 
opposed to that traditionally measured 
quantitatively by the price system. 

The meeting in Paris, the purpose of 
which was tohelp determine the potential 
role of OECD in research on social in- 
dicators, covered several important 
areas of consideration. One such area 
concerned the use of sectoral identifi- 
cation compared with horizontal identi- 
fication of conditions or qualities of 
life. The former are goals which can 
be expressed in the existing depart- 
mental structure of governments (e.g., 
health and education); the latter quali- 
ties or problems cut across many of the 
traditional sectors (e.g., participa- 
tion and alienation). Among other topics 
discussed was the need to consider the 
distribution of a variable such as ed- 


ucational level, in addition to the 
average, as a way of measuring social 
attributes. Other topics included the 


role of value judgments, commonality of 
social concerns, use of attitudinal 
data, comparability of data among 
nations, and the need for confidentiality 
with regard to personal information. 





1/ Prepared by Dr. Pamela Haddy Kacser, 
Socio-Economic Advisor, Office of Eco- 
nomic and Social Research, Bureau of 
Labor Statistics, who attended the OECD 
meeting. 
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Two diverging trends 


tions in Europe are 
articles on bargaining 
tries. On the 


in labor-management rela- 
illustrated in the following 
in European metal 
international level, 


indus- 
the regional 


coordinating body for Europe's metal trades unions 
is seeking parity of treatment for workers employed 


by firms that operate 


in more than one 
through multinational bargaining; 
national level, I.G. Metall, 


country, 
however, on the 
the West German metal 


trades union, decentralized its traditional national 


bargaining system 


in 1970 and increased 


the im- 


portance of regional issues. 


Regional 


Metal Trades Unions Seek Multinational 





Bargaining. The growth of multinational 
companies during the past decade has 
opened the door for expansion of collec- 
tive bargaining beyond local and na- 
tional levels. Trade unions in many 
parts of the world have begun develop- 
ing action programs’ to push for inter- 
national bargaining agreements. In 
Europe, a first step has’ been taken in 
the form of a series of multinational 
discussions, initiated in 1967 by the 
European Committee of Metal Trades Unions 
with one of the Europe's largest em- 
ployers, Philips Gloeilampenfabrieken. 
The Committee is the coordinating body 
of the International Metalworkers Fed- 
eration of the European Economic Com- 
munity (EEC); it represents approxi- 
mately 3 million trade union members. 
The Committee is working to establish 
multinational bargaining rights with 
several multinational concerns, in- 
cluding Fiat-Citroen and Fokker-VFW, 
but it has focused particular attention 
on the Philips Gloeilampenfabrieken, an 








electronics industry consortium based 
in Eindhoven, the Netherlands. The 
company operates 150 plants’ in Europe 


that employ approximately 285,000 of 
the company's total of 350,000 workers 
throughout the world. Discussions with 
Philips officials involved trade union 
representatives from Belgium, France, 
Italy, the Netherlands, and West Ger- 
many. Because the metal trades unions 


often set the pace for bargaining in 
other industries, the Philips discus- 
sions are being watched with consider- 
able interest by unions in other in- 
dustries in Europe. 

The metal unions' immediate concern 
is an agreement which will establish 
general principles concerning uniform 
treatment of workers employed in dif- 
ferent countries by this firm and the 
protection of workers affected by tech- 
nological change. Their ultimate goal 
is an international collective bargain- 
ing agreement with the company, covering 
working conditions, including wages and 
hours, and union rights and representa- 
tion in the plant. Under such an 
agreement, the unions could coordinate 
their contract demands to achieve parity 
of treatment for their members, no 
matter what country they were working 
in. 

Three major multinational meetings 
have been held since 1967 between repre- 
sentatives of the European Committee of 
Metal Trades Unions and Philips manage- 
ment officials. At the first meeting, 
held on September 14, 1967, the discus- 
sions centered on the effect on workers 
of changes in production processes re- 
sulting from technological innovations, 
such as the introduction of color tele- 


vision. The unions were concerned pri- 
marily with the reduction of plant 
operation time and "redundancy" prob- 


as well 
of international produc- 
employment policies 


lems caused by these changes, 
as the effect 


tion transfers on 
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and wage rates of individual plants. 
An agreement was reached at this initial 
meeting to hold further discussions at 
a later date. 

During the second discussion 
1969, management and union representa- 
tives reached an agreement that the 
unions involved would be informed before 
important transfers of production from 
one country to another. They would be 
given notice also of any changes in the 
limits set onproduction within individ- 
ual Philips plants. Management . of- 
ficials also agreed to consider union 
proposals concerning readjustment and 
vocational training measures for workers 
affected by technological change. 

On the basis of the latter 
union representatives presented a set 
of negotiable demands at the _ third 
meeting, held on September 2, 1970. 
This meeting dealt primarily with work 
Organization and present and future 
development of the consortium's eco- 
nomic activities. Although no specific 
commitments were made on collective 


in June 


point, 


bargaining or codetermination, Philips 
representatives agreed to consider 
union demands for a permanent labor- 


management liaison committee, a compre- 
hensive labor policy, and multinational 
discussions in advance of proposed lay- 
offs and international transfers of 
employees. Philips management officials 
also agreed that if production trans- 
fers were undertaken, the "redundant" 
workers must be guaranteed full wages 
and social security contributions for 
at least 6months, and that special pro- 
tection must be extended to workers 
over 50 years old. However, no commit- 
ment was made to enforce these "pro- 
tections" in the immediate future. 
Philips officials have indicated 
through their response to the’ unions' 
proposals that they are willing to con- 
sider and discuss their plants' labor 
relations with the unions on a multi- 
national basis. However, their view of 
the progress that can be made. soon 
toward aEurope-wide bargaining contract 


falls considerably short of the opti- 
mistic view expressed by the unions. A 
fourth meeting will be held in 1971 to 
consider the possibility of establishing 
a permanent joint advisory committee, 
which would examine employment, social 
policy, and industrial policy problems 
within the Philips complex.--U.S. Em- 
bassy, Brussels, and press reports. 





West Germany 


Metal Industry Wages Settled on 
Regional Level. The Executive Board 
of 1.G. Metall (The Metalworkers Union), 
the country's largest union, decided 
in late 1970 to change from traditional 
national to regional level negotiations 
in response todemands by regional union 
officials for a more direct participa- 
tion in negotiations, and because of the 
limited regional nature of some of the 
bargaining issues. Wage agreements 
covering more than 4million blue-collar 
and white-collar workers in West Ger- 
man metal producing and fabricating in- 
dustries have been concluded in 14 
areas. The agreements, which may act 
as pacesetters for other industries, 
incorporate increases in the level of 
negotiated wages which are designed 
specifically to reduce the gap between 
negotiated pay rates and actual pay 
rates. The actual pay rates frequently 
are higher than negotiated pay rates in 
situations of labor shortage. 

Despite government and employer 
appeals to restrain wage increases 
while the country is in an inflationary 
period, Otto Brenner, President of I1.G. 
Metall, announced in August 1970 that, 
after September 30, the metal unions 
would press for average pay raises of 
up to 15 percent. Special emphasis 
would be placed on low-level workers. 
The unions also announced that they 
would seek higher fringe benefits. In 
justification of the union's demands, 
Brenner claimed that in the last 3 
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years production volume had increased 
50 percent and employment 16 percent. 
He alsocontended that wage increases in 
the metal industry had not kept pace 
with the average increase in earnings 
throughout the country inthe first half 
of 1970. 

Wage negotiations began in 14 areas 
in late September between union regional 
directors and employer representatives. 
Negotiations in all areas proceeded 
smoothly except in North-Rhine West- 
phalia and North-Baden Wuerttemberg. 
In early October negotiations broke off 
in these two areas and workers engaged 


in work stoppages of 2 or 3 hours' 
duration in small plants and up to 2 
days at the Daimler-Benz, Opel, and 
Ford automobile factories. Regional 


conciliation, provided for in a collec- 
tive agreement between I1.G. Metall and 
Gesamtmetall (Confederation of Metal En- 
ployers' Associations), also failed to 
resolve the stalemate. 

A compromise solution was reached in 
early November in North-Rhine West- 
phalia through mediation by the Land 
(Provincial) government. The compro- 
mise was accepted unanimously by the 
unions' executive board, but, in a 
referendum, 51 percent of the eligible 
union members voted against the compro- 
mise, andonly 33.5 percent approved it. 
However, since a 75-percent dissenting 
vote is necessary for strike action, 
according to the union's statutes, the 


Gi ai 


compromise was accepted. In  North- 
Baden-Wuerttemberg mediation efforts by 


the Minister President and the Labor 
Minister headed off a strike set for 
November 5. The new agreements call 


for across the board wage increases of 
1l percent inNorth-Rhine Westphalia and 
12 percent in North-Baden Wuerttemberg. 

Settlements in other regions varied. 
Wage increases of 10 percent were agreed 
to inHesse, Rhineland Palatinate, Lower 
Saxony, Schleswig Holstein, Osnabruck, 
and West Berlin, and increases were set 
at 11 percent in Hamburg, Bremen, 
Saarland, and Bavaria. In addition, in 
practically all areas, increases in 
fringe benefits to low-paid workers 
amounted to nearly 2.5 percent of the 
wage bill. 

Reaction to the regional wage settle- 
ment varies. Employers, although they 
are displeased with the increased wage 
costs, are pleased to have been able to 
avoid major strikes. Members of the 
1.G. Metall generally are satisfied 
with the participatory nature of the 
negotiations and with the wage gains. 
Regional variations of the wage in- 
creases, however, have caused some dis- 
satisfaction among workers. The Federal 
Government is concerned that the I1.G. 
Metall settlement may spark demands for 
higher wages by other unions, particu- 
larly those in the public services 
sector.--U.S. Embassy, Bonn, and press 


reports . 





EAST AND SOUTH ASIA 





Turkey 


Changes in Trade Union Legislation 





Stir Controversy. In January 1970, the 
Minister of Labor of Turkey announced 
that the Government was proposing a 





number of amendments 
laws. These changes would affect Act 
No. 274, July 1963, regarding trade 
unions, and Act No. 275, July 1963, re- 
garding collective bargaining agree- 
ments, strikes, and lockouts. The pro- 


to certain labor 
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posed amendments reportedly were in- 
tended to correct weaknesses in the 
1963 laws, and for the most part were 
accepted readily by management and la- 
bor. However, one article in each of 
the laws stirred considerable contro- 
versy. In June 1970, opponents of the 
amendments staged demonstrations that 
erupted intoviolence which precipitated 
a 3-month imposition of martial law in 
Turkey's industrial locus, Istanbul and 
Kocaeli provinces. Despite the oppo- 
sition, Act No. 274 was passed in July, 


but the amendment to Act No. 275 is 
still pending. 
The controversy over Act No. 274 


centered on a difference of interpreta- 
tion of article 9: 1/ 


Article 9, Act No. 274, 1963: 





Conditions for the Formation of 
Trade Unions, local or Regional 
Associations, 2/ Federations, and 
Confederations. 

(1) Trade unions must’ comprise 
workers employed in the same work- 
place or in workplaces of the same 


or related trades. 


(2) (a) Local or regional trade 
union associations must comprise at 
least two trade unions in the same 
workplace or within certain fixed 
regional limits, even if they are 
in unrelated trades. 


(b) Trade union federations must 
comprise at least two trade unions 
in the same or related trades. 


(c) Confederations must com- 
prise at least two local or regional 
trade union associations, federa- 


amendment is the 
of Trade Unions (Turk-Is), 
claimed membership 
out of a total of 800,000 union members 
in the country, 

confederation to 
amended law as a 
center. 
1963 law has 
of myriad, 

oriented unions, 
labor 


Amendment to Article 9: 

Conditions Required for Organizing 
Trade Unions, Federations, and Con- 
federations. 





(1) Trade unions 
workers employed in the same work- 
place or in workplaces of the same 
or related trades. 


must comprise 


(2) (a) For a trade union to be 
recognized as a national union it 
must represent at least one-third 


of the number of insured workers 3/ 
in its trade. 


(b) Trade union federations 
must comprise at least two trade 
unions in the same trade and repre- 
sent at least one-third of the in- 
sured workers of Turkey. 


(c) Confederations must comprise 
at least one-third of the trade 
unions and federations mentioned 
under paragraphs (a) and (b) and 
have a membership of at least one- 


third of the unionized workers of 
Turkey. 
The principal labor supporter of the 


Turkish Confederati 
which has 
of 600,000 (196 


and which is’ the on 
qualify under t 
national trade uni 
Turk-Ig maintains that ¢t 
resulted in the formati 
small, primarily 
which rob 
of its collective strength to 


on 
a 
9) 


ly 
he 
on 
he 
on 


company - 
organized 


a 


"trade union movement 


tions, or two trade unions’ estab- 
lished in the same trade, provided 
it is an activity which is spread 
throughout Turkey. 


point where the 
in Turkey . - has become more _ and 
more degenerate each year that passes ."4/ 

The principal labor opponent of the 
amendment isthe leftist Reformist Trade 
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Union Confederation of Turkey (DISK), 
which has a membership of about 30,000 
(1969). Under the amended law, DISK no 
longer can claim the prestige and title 
of a nationwide union, as its strength 
is contained in five unions primarily 
confined to the Istanbul and Kocaeli 
provinces. DISK's argument against the 
amendment is that it is an effort to do 
away with the freedom to form unions 


and to prevent workers from joining 
unions of their own choice. 
The controversy over the pending 


to Act No. 275 
article 7, which defines a labor or- 
ganization's eligibility to act asa 
collective bargaining agent; the original 
article 7 and the amendment’ to article 
7 are as follows: 


amendment centers on 


Article 7, Law No. 275 (1963): 

7. General competence. (1) The 
federation representing themajority 
of workers ina given sector of 
economic activity, or the union es- 
tablished for that sector, shall 
have power to conclude a collective 
agreement with the establishments 
in that sector. 

The union representing the majority 
of the workers employed in one or 
more establishments shall have power 
to conclude a collective agreement 
in those establishments. 








Amendment to Article 7: 

7. General Competence: (1) A fed- 
eration or a union which is active 
throughout Turkey, with the greatest 
number of members in a given sector 
of economic activity and which 
represents at least 35 percent of 
the insured workers in that sector 
of economic activity shall have 
power to conclude a collective 
agreement. 








The national labor organization recog- 
nized as the industrywide collective 
bargaining agent will negotiate for all 


workers in the industry, even though a 
particular plant may have no affiliates 
of the bargaining union and even though 
a union not affiliated with the bargain- 
ing agent may in fact have a membership 
that constitutes the majority of workers 
in the plant. 


DISK opposition to both these amend- 


ments is widespread and, for a time, 
was violent. Its protests reached a 
peak in June 1970 when the Government 
announced that the proposed amendment 


to Act No. 275 had been amended to ex- 
clude majority plant unions, i.e., a lo- 
cal or plant union whose membership con- 
stitutes the majority of the plant's 
workers, from collective bargaining. 
Riots which grew out of DISK demonstra- 
tions and in which some persons were 
killed and many wounded were quelled 
only after the Government arrested many 
DISK leaders and declared martial law in 
the industrial areas, and thus prohibited 
labor disputes and demonstrations. 
DISK's allegations that the amendments 
violated the ILO Conventions on freedom 
of association and collective bargaining 
which had been ratified by the Turkish 
Government reached the international 
labor community, and an informal in- 
vestigation of the allegations was made 
by the International Confederation of 
Free Trade Unions (ICFTU) in early 
September 1970. According to some re- 
ports, after an on-the-spot investiga- 
tion, the ICFIU representatives appar- 
ently were convinced that freedom of 
association was not being, jeopardized 
by the amended Act No. 274, but were 
concerned about the proposed amendment 
to Act No. 275, particularly thesection 
that eliminates majority plant unions 
from collective bargaining. According 
to observers, the possibility that an 
ILO Convention might have been violated 
has caused the Government’ to consider 
altering the controversial section. 
Meanwhile, with one amendment passed 
and one pending, Turk-Ig andits affili- 
ates have begun reorganizing to con- 


AFRICA 


33 





form to the amended law; the Confedera- 
tion's industrywide affiliates have 
started to seek recognition as industry- 
wide collective bargaining agents and 
to demand industrywide negotiations.-- 
U.S. Embassy, Ankara. 








1/ The translations of laws’ and 
amendments have been edited for clarity 
and to facilitate comparison. 
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2/ At the time this law was written, 
a few citywide or regional associations 
previously organized to fulfill local 
labor interests were still inexistence; 
they are being phased out. 

3/ Insured workers are those insured 
under Turkey's social security program. 

4/ As cited in International Federa- 
tion of Petroleum and Chemical Workers, 
Petrogram, September/October 1970. 





Swaziland 


Note: Swaziland is a small inde- 
pendent kingdom situated in south- 
eastern Africa. Its area of ap- 
proximately 6,705 square miles is 
slightly smaller than that of New 
Jersey. The population, estimated 
at 400,000 in 1969, includes’ some 
9,000 persons officially classified 
as "Europeans." 


Employment in Private Sector  Sur- 





veyed. In September 1970, the Swaziland 
Department of Statistics published the 
results of two employment surveys con- 
ducted in the private sector during 
September and December 1969. The sur- 
veys represented the Government's first 
efforts to determine systematically the 
employment and wage structure of the 
private sector. The survey will con- 
tinue to be conducted quarterly ona 
sample basis and complete enumerations 
will be made annually. The surveys were 
based on questionnaires sent to all 
known private employers, except those 
employing only domestics. The response 
rate was about 90 percent. 

In December 1969, there were approxi- 
mately 37,000 wage and salary earners 


out of a population of about 400,000. 
They were employed in 1,383 private 
sector establishments. About 19 percent 
of the 


wage and salary earners were 
women. The employees were distributed 
among major economic activities as 
follows: 
Percent 
Total .ccccccccccecseseces 100.0 
Agriculture and forestry....... 60.0 
PERE sc ccscccsccceccessesesecs 7.5 
MamuBecturing ..ccccccsvcccesese 12.9 
Construction. ..cccccccreccccces 2.9 
Commerce 1/.....seeeccccccccees 9.7 
Transport, storage, and 
Communications.....eeeeeeeees 2.1 
PIMANCE) oc cccccccccccccccccccces 1.1 
Services... cccccccccccccccccces 3.8 
1/ Includes hotel employees. 
Approximately 50 percent of the ag- 


ricultural employees were working on 
large plantations (employing more than 
500 workers) in the cultivation of 
timber tracts, and crops such as sugar- 
cane, pineapples, and citrus fruits. 
The large majority of the manufacturing 
workers were employed in the processing 
of these primary products. Most of the 





34 LABOR DEVELOPMENTS ABROAD, MARCH 1971 





Table 1. Employment in private industry, by economic activity and 
level of skill, December 1969 


























Adminis- 
trative, 
tech- . Semi - 
Economic activity Total nical, Skilled skilled Unskilled 
and 
clerical 
WOCHL: TROL. 06ccccsaes 37,042 2,469 842 2,722 30,979 
ee 100.0 6.8 22 Zed 83.7 
Agriculture and forestry....... 22,231 496 162 685 20,888 
Pe 6b 0ccreeeweuwseeeeesene see z.780 215 93 606 1,861 
Serre eT Terre 4,743 438 275 55l 3,479 
INNS BOs 6400 cdwew sees sous 1,088 32 141 164 751 
Pi cucwesesedseweSedeceus 3,572 507 104 483 2,478 
Transport, storage, and 
Commmications..ccccccccccecs 801 51 12 184 554 
ee ne ae ee 413 273 -- 3 137 
NIN soca a) cn ene eka aden 1,419 457 55 76 831 





Source: Swaziland, Central Statistical Office. A Report on the Employment and 
Wages Survey, December 1969. September 1970, 9 pp. mimeographed. 








Table 2. Average monthly earnings of male employees by 
economic activity and level of skill 


[In rand 1/ | 


























Skill level 2/ 
Economic activity 
Skilled Semiskilled Unskilled 

Agriculture and forestry...........- 201 46 16 
Miming...cccccccccccccccccccscescces 323 73 37 
Manufacturing. ......ccccsccccccccees 269 81 26 
a rn 168 63 20 
ND 6.06080 e608 0G0 00089 660000 48'8 202 51 27 
Transport, storage, and 

ee 247 52 26 
NN, chard wie eke Hiei k WA Ole be ee ee -- 40 41 
So ork coh aan trea 6 hee Oe ee ae 146 52 22 

1/ R1=US$1.40. Source: Swaziland, Central Statis- 

2/ Excludes administrative, technical, tical Office. A Report on the Employ- 
and clerical categories. ment and Wages Survey, December 1969. 





September 1970, 9 pp. mimeographed. 
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firms were relatively small; 80 per- 
cent had fewer than 100 employees. Enm- 
ployees in commerce were engaged mainly 
in retail trade. Mining, principally 
iron ore and asbestos, accounts for 
only a small proportion of total em- 
ployment, but is the principal source 
of foreign exchange. 


Approximately 84 percent of the en- 


ployees covered by the surveys were 
classified as unskilled. About’ two- 
thirds of them were employed in agri- 
cultural activities. (See table 1.) 


Only a little more than 2 percent were 
skilled, and they were engaged mainly in 
manufacturing, agriculture, and con- 
struction. The administrative, tech- 
nical, and clerical occupational cate- 
gory, and the semiskilled category each 
constituted about 7 percent of the total 


employed. Of 6,737 females employed, 
almost 85 percent were unskilled, 13 
percent were in aedministrative and 
clerical occupations, 2 percent were 


semiskilled, and less than one-half of 
1 percent were skilled. 

Of the total employees included in 
the surveys, 87 percent were Swazi 
nationals, 8 percent were Africans from 
other countries; the remaining 5 per- 


cent, classified officially as "Euro- 
pean" consisted mainly of South Afri- 
cans. In the administrative, technical 


and clerical group, 
were Swazi 


about 49 percent 
and 49 percent European. 


Among the skilled, slightly less than 
33 percent were Swazi and 62 percent 
were European. In the semiskilled and 
unskilled groups, Swazi nationals 
accounted for 87 percent and 91 per- 
cent, respectively. 

Average monthly earnings, including 


the value of rations provided, ranged 
from a low of 16 rand (US$22.40) for 
unskilled males engaged in agriculture 
to a high of 323 rand (US$452.20) for 
skilled males in mining. (See table 
2.) Earnings for females were markedly 
lower in all activities and at all 
skill levels; they ranged from 9 rand 


(US$12.60) amonth for those in agricul- 
ture to 100 rand (US$140) a month for 
those in personal services. Available 
data do not give earnings of administra- 
tive, technical, andclerical employees. 

In addition to the private sector 
employees covered by the survey, in 
1969 an estimated 1,400 persons were 
self-employed (excluding subsistence 


farmers), approximately 9,600 were in 
government activities, and 6,500 per- 
sons were in domestic services. The 


total paid labor force was almost 54,500 
persons, or 43 percent of the total es- 


timated resident labor force. The re- 
mainder were persons engaged in sub- 
sistence farming and the unemployed. 


An additional 11,700 Swazi nationals 
were employed in South Africa invarious 
mines. 

Swaziland has been changing rapidly 
over the last few years, from a largely 
subsistence society to a semi-industri- 
alized one with an annual per capita 
income equivalent to about US$180. Most 
of the industrial activity, however, is 
controlled by Europeans. The burgeon- 
ing secondary industries, combined with 
a tightening of South Africa's immigra- 
tion laws, are resulting in increasing- 
ly large numbers of Swazi wage earners 
being employed in Swaziland. Neverthe- 
less, many workers continue to emigrate 
and most of the resident Swazi labor 
force continues to be engaged in tradi- 
tional activities, mainly subsistence 
farming.--U.S. Embassy, Mbabane, and 
other publications. 








Upper Volta 


Labor Force Surveyed. Upper Volta's 
labor force, in 1968, totaled 2,737,305 
out of a population of 5,155,000, 
according to ‘a recent labor’ force 
study, conducted by the Government's 
Bureau of Statistics. About 98.9 per- 
cent of the labor force were self- 
employed or unpaid family workers. en- 
gaged in traditional activities, pri- 








36 


LABOR DEVELOPMENTS ABROAD, MARCH 1971 





marily subsistence agriculture, in- 
cluding animal husbandry. Wage and 
salary earners totaled 28,607, excluding 
the many part-time and seasonal workers 
for whom no data were compiled. About 
55 percent of the wage and salary earners 
were employed either by the Government 
or by joint Government-privately owned 
business organizations. Distribution 
of wage and salary earners in 1968, by 
economic activity, was as follows: 


Total 
| ee ee 28 ,607 
Agriculture, forestry, and 
PER ss 4 sce dewsneus Ssec¥ens 1,448 
Construction and public 
WOE cc cvctvcccesceces uivence See 
IMdust ry .cccccccccccccccccccccce 1,879 
Transport ..cccccccccccces ececces 1,884 
Commerce, banking, and 
insurance.......eee- PTT TTTTTy 1,986 
SOTVICES oc ccccccedcccccecceccace 3,207 
Public administration........... 15,817 
Included in public administration were 


3,547 wage and salary earners employed 
in joint Government-privately owned 
enterprises, such as textile and brick 
factories and sugar refineries. 

Women workers, forthe most part, were 
not engaged in paid employment. Slightly 
less than 2,000 of the total wage and 
salary earners were women, most of whom 
were in the public services, where they 








accounted for 8 percent of the total 
public employees. About 53 percent of 
the unpaid women workers combine  sub- 
sistence agricultural work with house- 
keeping duties. 

Paid employment existed in about 
1,900 establishments, 90 percent of 
which employed fewer than 10 workers; 
by contrast, only 24 establishments had 
more than 100 employees. The largest, 
the Abidjan-Niger Railroad, is the only 
establishment, excluding the Government, 
employing more than 1,000 persons. The 
Voltex Textile Factory, the first major 
manufacturing operation in Upper Volta 
(which opened in the spring of 1970) 
had a payroll of at least 300 employees. 

The small number of wage and salary 
earners reflects the limited role played 


by the industrial sector in the coun- 
try's agriculturally based economic 
system. Income from the money economy 
constitutes less than 5 percent of the 
annual Gross Domestic Product. Per 
capita income in 1966 was about USS$60. 
Largely because of the limited job 


opportunities in Upper Volta, unemploy- 
ment is chronic and 800,000 to 1,500,000 
Voltans are estimated to be employed 
outside the country, mainly inthe Ivory 
Coast and Ghana. Remittances from 
migrant Upper Voltans working in neigh- 
boring countries provide an important 
source of foreign exchange earnings.-- 
U.S. Embassy, Ougadougou. 
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AMERICAN REPUBLICS 
Regional requirement for progress have led to a 
rapid growth of manpower training pro- 
Vocational Training Institutions in’ grams and the establishment of national 





Latin American Countries. The general 
interest in economic development in 
Latin America, problems of unemployment, 
and the growing realization that anade- 
quate supply of skilled labor is amajor 





vocational training institutions in 
several countries. These institutions 
usually are referred to simply by the 
acronyms of their titles. The accompany- 
ing table presents a brief reference 
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guide to 12 institutions which have 
been established since 1942, five of 
them in the last decade. All are repre- 
sented on the Technical Committee of 
the Inter-American Center for Research 
and Documentation on Vocational Train- 
ing (Centro Interamericano de Investi- 
gacién y Documentacidn sobre Formacion 
Profesional--CINTERFOR), aspecial agen- 
cy of the International Labor Organiza- 
tion (ILO). 1/ 














1/ See "“CINTERFOR Aids Vocational 
Training" in Labor Developments Abroad, 
November 1969. 





Mexico 


Revision of Social Security Law Widens 
Contribution Base and Increases Some 
Benefits. A Decree-Law signed December 
30, 1970, andeffective January 1, 1971, 
amended the basic 1943 social security 
law in Mexico for the fifth time. 1/ 
The major effects of the new law are to 
increase social security benefits for 
workers at both ends of the wage and 
salary scale and to increase contribu- 
tions for workers at the top of the 
scale and their employers. For workers 
in the middle-wage classes, changes are 
comparatively few. 

The most significant changes are (1) 
the addition of four new classes to the 
schedule of wage classes in accordance 
with which contributions and benefits 
are calculated; (2) the adoption of a 
new definition of wages; and (3) the 
increase of the minimum pension for re- 
tirement or invalidity to 450 pesos a 
month from the previous minimum of 150 
pesos a month. 2/ 

The wage or salary 
worker for purposes of the social se- 
curity law falls into one of a number 
of wage classes--13 classes in the re- 
cently amended law; 12 classes in the 
1966 law. (See table 1.) Wage classes 
are based on daily wages. For purposes 
of this classification, weekly wages 








of every insured 


are divided by 7 and monthly wages, or 
salaries, by 30. Benefits are calculated 
on the basis of the average wage of the 
pertinent wage class. The lowest 
classes, E, F, and G, do not appear in 
the 1971 decree-law; after the 1970 
revision of minimum wage rates, no 
workers were legally receiving wages at 
these levels. Four new classes, R, S, 
T, and U, were added at’ the upper end 
of the scale by the new decree-law. 
These newwage classes increase both the 
benefits and the contributions for 
workers who fall in them instead of in 
the previously open-ended class P. 
Social security thus becomes more sig- 
nificant, especially forMexican workers 
who earn more than 100 pesos a day and 
for their employers. For workers in 
wage classes H to P, inclusive, con- 
tributions were not changed, and bene- 
fits were changed only by the higher 
minimum for retirement pension and in- 
creases in the funeral grant and the 
maternity benefit. 

The new law changes the definition of 
wages for the purposes of social se- 
curity by providing that the definition 
in the new basic labor law of 1970 will 
apply. 3/ This wider definition reads: 
"Wages shall be composed of payments 
made incash, gratuities, piecework, 
bonuses, housing, premiums, commissions, 
services in kind, and any other sum or 
benefit given to the worker for his 
labor." 4/ This definition eliminates 
some confusion that existed under the 
previous social security decree-law, 
and probably raises many wage earners 
into a higher wage class. 

Retirement pensions and permanent non- 
occupational disability pensions (in- 
validity pensions) consist of a basic 
annual amount plus anincrement for each 
week over 500 weeks during which social 
security contributions were paid. The 
1971 revision, by creating four new 
wage classes, raised the maximum basic 
annual amount for a retirement pension 
from 11,138.40 to 30,940.00 pesos, and 
likewise raised the maximum monthly 
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Table 1. Wage Classes for Social Security Calculations and Retirement and 
Disability Pensions, 1966 and 1971 
[In pesos 1/ | 
Daily wage Retirement Pension Weekly 
pension 2/ (monthly) premium 3/ 
iota Increment pie el 
More ante gic wo rk- From From 
Average Up to annual premium 
than 4/ : connected | employer worker 
. meets paid = |disability 
over 500 

E 5/.. 7.00 8.00 866.32 0.490 157.50 5.60 1.84 
F 5/.. 8.00 9.00 10.00 1,113.84 0.630 202.50 5.93 2.37 
G 5/.. 10.00 11.00 12.00 1,361.36 0.770 247 .50 7.23 2.89 
Be ccvees 6/ 12.00 13.50 15.00 1,670.76 0.945 303.75 8.88 3.55 
Ficccccs 15.00 16.50 18.00 2,042.04 1.155 371.25 12.61 4.88 
Jecvcces 18.00 20.00 22.00 2,475.20 1.400 450.00 13.13 5.25 
Recccces 22.00 26.40 30.00 | 3,267.26 1.884 594.00 17.33 6.93 
Lecccces 30.00 35.00 40.00 4,331.60 2.450 700.00 22.98 9.19 
Mecccees 40.00 45.00 50.00 | 5,569.20 3.150 900 .00 29.56 11.83 
Necveccecs 50.00 60.00 70.00 7,425.60 4.200 1,200.00 39.38 15.75 
Oscvcese 70.00 75.00 80.00 | 9,282.00 5.250 1,500.00 49.23 19.69 
Pocccecece 80.00 90.00 |7/ 100.00 | 11,138.40 6.300 1,800.00 59.08 23.63 
R 8/. 100.00 115.00 130.00 | 14,232.40 8.050 2,300.00 75.47 30.19 
S 8/. 130.00 150.00 170.00 | 18,564.00 10.500 3,000.00 98.44 39.38 
T 8/ 170.00 195.00 220.00 | 24,133.20 13.650 | 3,900.00 127.97 51.19 
U 8/. 220.00 |9/ 250.00 -- | 30,940.00 17.500 5,000.00 164.07 65.63 

1/ 12.5 pesos=US$1. 5/ Omitted from the 1971 decree-law. 

2/ The pension for invalidity (nonwork- 6/ Class H, the lowest class in 1971, now 
connected total disability) is identical. has no bottom limit. 

3/ Sums of the premiums paid for nonwork- 7/ Class P, the highest class in 1966, at 
connected sickness insurance and the premiums that time had no upper limit. 
for retirement pensions, which are listed 8/ Added by the 1971 decree-law. 
separately in the law. The former are 50 9/ The “average” for this class, which has 


percent more than the latter. 

4/ This heading and the column below are as 
in the law. "More than" should be interpreted 
literally, e.g., 8 pesos means 8 pesos and 1 
centavo; "Up to" therefore means up to and in- 
cluding. 


pension for permanent work-connected 
disability from 1,800 to 5,000 pesos-- 
that is, in each case, from the pension 
corresponding to wage class P_ to the 
pension corresponding to wage class U. 
In the same way, the maximum benefit 
for temporary work-connected disability 
was raised from 90 to 250 pesos a day; 
and the maximum benefit for temporary, 
nonwork-connected disability was raised 
from 54 to 150 pesos a day. 


no upper limit, is set arbitrarily. 
Source: Decree-Laws 
(published in the 


of December 31, 1965 
Revista Interamericana de 
Seguridad Social, No. 3, May-June 1969) and 
December 30, 1970 (published in the Diario 
Oficial of Mexico, December 31, 1970). 








The monthly minimum for retirement 
pensions (150 pesos in 1966 and 450 pesos 
in 1971) when compared to the schedule 
of pensions by wage class in table 1 is 
found to be more than the basic annual 
amounts in the lowest four wage classes 
(1966) or the lowest five classes (197). 
The minimum annual retirement pension 
under the revised law is 5,400 pesos 
(450 x 12), an amount between the basic 
annual amounts for class L and class M. 
(Similarly, the minimum annual retire- 
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ment pension under the 1966 law was 
1,800 pesos (150 x 12), an amount between 
the basic annual amounts for class H and 
class I.) Thus, the wage classes below 
M (or below I under the 1966 law) have 
little or no bearing on retirement 


pensions. For example, a worker in 
class L, to be entitled to more than 
the minimum retirement pension, must 


have paid more than 336 weekly premiums 
over 500, i.e., for more than 16 years. 

The maximum maternity benefit (under 
both laws, payable 42 days’ before and 
after delivery) was raised from 90 to 
250 pesos aday. Under the older decree- 
law, the benefit was 60 percent of the 


average wage in the insured worker's 
wage class, except that for 8 days be- 
fore and 30 days after delivery the 


benefit was increased to 100 percent. 
Under the 1971 decree-law, the benefit 
is equal to 100 percent of the average 
wage for the whole period of 42 days 
before and 42 days after delivery. 

The lump-sum death benefit or funeral 
grant was increased substantially in 
1971. For work-connected death, the 
1966 benefit was equal to 1 month's 
average wage, with a specified minimum 
of 500 pesos and an automatic maximum 
of 2,700 pesos, the average monthly 
wage in the P wage class. This benefit 
was changed in 1971 to 2months' average 
wage, with limits of 1,000 pesos and 
9,000 pesos. In 1966, the funeral grant 
benefit for nonwork-connected death, 
was the same as for work-connected 
death; in 1971 the maximum benefit for 
nonwork-connected death is limited to 
6,000 pesos. No change was made in the 
number of contribution payments. re- 
quired to establish eligibility. In 
both the earlier and the later laws, 
if death was not work-connected the 
insured must have paid at least 12 
weekly contributions in the 9 months 
preceding death. No requirement of 
this kind is specified if the death 
is work-connected; presumably payment 
of one contribution would suffice. 


Contributions as well as benefits are 
increased by the addition of four new 
wage classes. For workers in wage 
classes I to O and their employers, 
contributions are unchanged, but workers 
who earn more than 100 pesos a day find 
themselves in one of the new wage 
classes instead of in class P, and they 
and their employers must pay correspond- 
ingly higher contributions. The in- 
crease in the amount of weekly contribu- 
tions due from workers in each new wage 
class, and from their employers, is de- 
rivable from table 1 by subtracting the 
figures corresponding to wage class P 
in the last two columns from the fig- 
ures corresponding to the new wage 
classes in these columns. The percent 
increase is sizable, ranging up to a 
177-percent increase in wage class U. 
The increase in the income of the Mexi- 
can Institute of Social Security (In- 
stituto Mexicano de Seguridad Social-- 
IMSS) will be between 15 percent and 30 
percent, according toestimates by tech- 
nicians familiar with the system. 

The tripartite system of proportionate 
contributions (employer, worker, govern- 
ment) isnot affected by the 1971 amend- 
ments. Sickness and maternity insur- 
ance continues’ to be financed by con- 
tributions amounting to about 9.5 per- 
cent of wages. Employers, workers, and 
the government pay approximately 5.6 
percent, 2.3 percent, and 1.6 percent, 
respectively. Insurance covering the 
risks of old age, invalidity, and death 
is financed by contributions amounting 
to about 6 percent of wages. Employers, 
workers, and the government pay approx- 
imately 3.75, percent, 1.50 .percent, and 
0.75 percent, respectively. The cost 
of insurance against work-connected 
risks is financed by contributions paid 
by employers only, and ranges from 
0.224 percent to 5.625 percent of wages, 
according to wage class and the degree 
of risk. Interest charged on delinquent 
contributions is raised from 1 to 2 
percent a month. 
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Among the factors to be considered in 
analyzing the significance of the recent 
changes in the Mexican system of social 
security are limitations in the scope 
of the system, existing wage rates, and 
changing costs of living. Application 
of the system administered by the IMSS, 
is limited by the exclusion of civilian 
public employees (which in Mexico in- 
clude railway, electrical, and petroleum 
workers) and the armed forces. The 
seven other systems of social security 
which exist for public employees and the 
armed services cover about 20percent of 
all insured persons; these persons are 
not directly affected by the changes 
described in the preceding section in 
the IMSS system. In 1962, over 50 per- 
cent of the persons covered by the IMSS 
system were in the Federal District and 
the States of Mexico and Nuevo Leon; in 
21 states, less than 10 percent of the 
population were so covered. In 1969, 
about 9.1 million persons, or 19.4 per- 
cent of the estimated total population 
were insured by the IMSS system or were 
dependents of persons so insured. 

Coverage is predominantly of the urban 


population. Of the rural population, 
defined as persons residing in the 
countryside or in towns of fewer than 


2,500 inhabitants, less than 3 percent 
was covered by the IMSS system in 1962 
compared with 29 percent of the urban 
population. To extend the application 
of the Mexican social security system 
to alarger number of independent farmers 
than the 120,000 formerly covered, a 
previous restriction on the size of 
landholding which a small farmer can 
have to qualify (not more than 10 hec- 
tares of irrigated land or its equiva- 
lent in other types of land) was elimi- 
nated. Also, the law now provides that 
the government's contribution toward 
the financing of benefits for farmers 
with not more than 10 hectares. shall 
not be less than 50 percent. Previously, 
the law provided for a bipartite system 
of financing benefits forfarmers, under 
which the government contfibuted 50 
percent. The door is now open, in the 


case of the smallest landholders, for 
the government to assume agreater share 
of insurance costs and adjust the con- 
tribution of the small farmer to his 
economic capacity. A further measure 
to extend social insurance to _ rural 
areas is a provision authorizing the 
Social Security Institute to contract 
with other public and private institu- 
tions for services required. 

Probably not more than 10 percent of 
the persons insured by the IMSS system 
earn over 100 pesos a day and, there- 
fore, fall into one of the new wage 
classes (R, S, T, U), but precise in- 
formation on this percent is not cur- 
rently available. Before revised mini- 
mum wage rates were adopted on Janu- 
ary 1, 1970, less than 13 percent 
of the workers covered by IMSS social 
security earned over 80 pesos aday and, 
therefore, were inclass P. The new 
minimum wage rates, which are far below 
the wages of class P, 5/ probably do 
not affect this percent, but the new 
definition of wages may do so to some 
extent. 

To what extent the changes in social 
security are adjustments’ to increased 
costs of living is not clear. Mexican 
consumer price indexes until recently 
referred to the Federal District only. 
The increase in benefits for the top 
wage class appears’ to be much higher 
than the increase in the cost of living 


as indicated by available consumer 
price indexes. For example, the basic 
annual amount for retirement pensions 


in wage class U is 177 percent higher 
than the basic annual amount for class 
P, previously the top wage class, whereas 
the CPI 6/ for October 1970 was only 
16 percent higher than the monthly 
average for 1966. Workers in wage 
classes R, S, and T, however, will be 
exposed to the same changes in cost of 
living, but will enjoy smaller increases 
in benefits. For workers in classes H 
to L, the increase in retirement pen- 
sions which results from the 200 per- 
cent increase in the minimum for such 
pensions is far above the increase in 
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Table 2. Major Social 


Security Provisions Not Changed by 1971 Revisions 





Type of benefit 


Benefit formula 


Article of the 
law (same in 





1966 as 
in 1971) 
Temporary, work-connected |100 percent of insured worker's wage 37 Il 
disability (but not more than the maximum for 
his wage group), up to 72 weeks. 
Temporary, nonwork- 60 percent of average wage in insured 52 
connected disability worker's wage class. 1/ 
Widow's pension (work- 36 percent of benefits for total, per- 37 VII (b) 
connected death) manent disability of insured worker. 
Widow's pension (nonwork- |50 percent of the insured worker's 78, 79 
connected death) old-age pension. 
Orphan's pension (work- 20 percent of benefit for total per- 37 VII (c) 
connected death) manent disability of insured worker 
for each orphan under 16 years of 
age (or 25 years if studying or in- 
valid) to a maximum of 64 percent; 
if both parents dead, percentages 
are 30 percent and 100 percent. 
Orphan's pension (nonwork-|20 percent of insured worker's old- 81, 82 
connected death) age pension for each child under 
16 (or 25 if studying or invalid) 
up to 50 percent; if both parents 
dead, percentages are 30 percent 
and 100 percent. 
Parents' pension (work- If no widow or orphan, 20 percent 37 VII (d) 
connected death) of insured worker's benefit for 
total permanent disability to 
each of his dependent parents or 
grandparents. 
Parents' pension (nonwork-|If no widow or orphan, 20 percent 83 


connected death) 





of the insured worker's old-age 
pension to each of his dependent 
parents or grandparents. 








1/ This formula is expressed in the laws by a table of wage classes and corre- 


sponding benefits. 
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the costs of living; for workers in 
classes MtoO, the only incfeased bene- 
fits are increases in the funeral grant. 
The substantially increased benefits 
for workers formerly in the extinct 
classes E, F, G and now in class H re- 
sult from changes in the social securit 
ty system caused by the rise in the 
minimum wage, itself an adjustment to 
increased costs of living. 

Some questions about the recent 
changes in the Mexican system of social 
security may take time to answer, but 
it seems clear from the text of the 
laws that these changes widen the tax 
base for social security and that they 
provide greater benefits forhigher paid 
workers, while retaining the basic 
structure of the system. (See table 2.) 








1/ The Ley de Seguridad Social of 
January 19, 1943, was modified succes- 
sively by laws of December 31, 1947; 


January 28, 1948; December 31, 1956; 
December 31, 1959; and December 31, 
1965, effective January 1, 1966. 

2/ 12.5 pesos=US$1 continuously since 
1954. 

3/ "Mexico Adopts New Labor Law," 
Labor Developments Abroad, July 1970. 

4/ Federal Labor Law, Article 84, un- 
official translation. 

5/ "Mexico: Minimum Wage Scales Es- 
tablished for 1970-71," Labor Develop- 











ments Abroad, March 1970. The new 
minimum wage rates (in pesos per day) 
range according to region from 13.75 


to 36.00 for farm labor and from 15.75 
to 46.00 for other labor. 

6/ As reported in International Mone- 
tary Fund, International Financial Sta- 
tistics, February 1971, pp. 230-231. 





Peru 


Military Government Adopts New Meas- 
ures Regarding Labor Relations. The 
military government in Peru, under 
President Juan Velasco Alvarado, re- 
cently adopted measures directed toward 
three troublesome aspects of industrial 








relations. The first measure, designed 
to limit labor strife, declares that 
penalties will be enforced against 


parties who attempt to resolve industrial 
disputes by illegal means; the second 
gives greater protection to workers by 
providing a specified list of causes 
for which an employee can be discharged; 
and the third efihances the role of gov- 
ernment in labor relations by authoriz- 
ing government sanctions against em- 
ployers who violate labor laws and pro- 
cedures. 

Government Communique 
13, 1970, warned that 


No. 9, October 


Since acts are being committed 
and attitudes are being taken that 
show a breakdown of the existing 


legal system inthe labor field which 
clearly sets the procedures’ to be 
followed with respect to grievances 
and collective bargaining demands 
and since these acts threaten peace 
and tranquility, obstruct the Gov- 
ernment's development programs, and 
adversely affect the principal in- 
terests of the country, workers, 
union leaders, and managers are re- 
minded that they are responsible 
for strict observance of the legal 
contractual rules in force. 

Accordingly, while relevant new 
legal dispositions are being pre- 
pared, the Ministry of Labor calls 
upon laborers, union leaders and 
managers to reflect on the situa- 
tion, while warning them that it 
will be inflexible in carrying out 
sanctions against all who continue 
creating situations which adversely 
affect labor activity and that the 
sanctions provided under the law 
will be applied to those responsi- 
ble. In the same spirit, claims 
presented in accordance with exist- 
ing procedures will be dealt with 
as quickly as possible. 1/ 


Prior to the Communique, during a 
period of illegal strikes, Communist- 


led unions had successfully and illegally 


i ee ee ee ed 
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challenged existing laws and regulations 
and claimed credit for winning wage in- 
creases and better working conditions. 
The Communique was applauded by the 
Confederation of Workers of Peru (Con- 
federacién de Trabajadores del Peru-- 
CTP), which is anti-communist and pro- 
APRA (Alianza Popular  Revolucionaria 
Americana), the popular reform movement. 
The Communique was attacked as a"threat" 
to the working class by the other major 
national labor organization, the General 
Confederation of Workers of Peru (Con- 
federacién General de Trabajadores del 











Peru--CGTP), which is dominated by Mos- 
cow-Communists, and by the strong 
Marxist-led Bank Workers Federation of 
Peru (Federacién de Empleados Bancarios 
--FEB). These conflicting reactions re- 
vealed the anticipation by both groups 
that the effects of this law would be 
more advantageous to the CTP than to the 
CGTP. 

Decree-Law No. 18471, of November 10, 
1971, limits the legal causes for dis- 
charge to a limited, specified list for 
all workers, whether covered by collec- 
tive contracts or not. The justifiable 
causes fordischarge under this law are: 
(1) carelessness or failure to comply 
with work obligations; (2) giving em- 
ployers false information; (3) misuse 
of shop materials to the injury of the 
employer and for personal benefit; (4) 
diverting the employer's clientele to 
a personal operation or to acompetitor; 
(5) revealing tradesecrets; (6) failure 
to obey orders or to observe’ security 
regulations; (7) drunkenness; and (8) 





unauthorized absences in excess of 
specified limits. The employer must be 
able to substantiate his complaints re- 
garding the discharged employee, and if 
unable to do so, is required to pay the 
employee back wages and benefits. 

Usually, this kind of guarantee has 
been included in collective contracts; 
but the number of workers who have been 
protected by such provisions is a small 
fraction of the labor force, since the 
total membership in organized unions is 
probably not more than about 365,000 
out of a labor force of over 3 million. 

Labor unions have used their ability 
to provide guarantees for their members 
as a rallying point. Now that the Gov- 
ernment has provided limitations to the 
legal causes for justifiable discharge, 
the labor movement is in asomewhat less 
strategic position. 

Decree-Law No. 18668, of December 1, 
1970, provides for sanctions to be im- 
posed on those who violate labor laws 
or collective labor agreements, and those 
who attempt to upset’ the harmony be- 
tween employers and workers. For such 
offenses, fines are authorized up to 
100,000 soles (about US$2,600) by labor 
authorities in original suits and up to 
500,000 soles (about US$13,000) by labor 
authorities in appellate suits. The 
fines can be doubled for repeated of- 
fenses, and they can be applied "for 
the commission of whatever act that 
alters the harmony of labor relations" 
(art. 1).--U.S. Embassy, Lima, Peru. 








1/ Unofficial translation. 
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U.S. DEPARTMENT OF STATE INDEXES OF LIVING COSTS ABROAD 
(Excluding Quarters) 


The following table presents’ recent 
revisions to the U.S. Department of 
State indexes of living costs abroad. 
The indexes are calculated in order to 
establish cost-of-living allowances for 
U.S. Government employees assigned to 
foreign posts where living costs, based 
on an American "pattern of living," are 
significantly higher than living costs 
in Washington, D.C. Many business 
firms use the local index to establish 
cost-of-living allowances for their 
employees stationed abroad. An _ ex- 


planation of methods followed in con- 
structing the indexes and the limitations 
to the indexes was published in the 
October 1970 issue of Labor Developments 
Abroad, along with the complete list of 





indexes. Revisions are published 
monthly. All questions regarding the 
indexes of living costs abroad should 


be directed to the Bureau of Labor Sta- 
tistics, Division of Foreign Labor Sta- 
tistics and Trade. Explanation of 
changes in indexes from one time period 
to another is not available. 


Indexes of living costs abroad (excluding quarters) 


Washington, D.C.=100 
g J 



































U.S. 
Exchange rate Local inissneialiiaiaiit 
Country and city Survey 
Number date 
Unit per Rela- | tndex | Rel@- | Index 
US$1 tive tive 
Algeria: Algiers........| Dinar | 4.93 110 119 97 105 |Oct 70 
Cambodia: Phnom Penh....| Riel 55.0 108 124 98 113 |Feb 71 
Chad: Fort Lamy......... CFA fr.| 277 133 147 110 124 |Dec 70 
Peenee: BAPiG.sccccccns« Franc Pe 117 131 100 114 |Dec 70 
Hungary: Budapest....... Forint | 30 87 103 77 93 |Aug 70 
Nigeria: Lagos.........+. Pound 0.3559 102 121 91 111 |Dec 70 
Morway: OslO..cccccccccs Krone 7.10 118 126 94 103 | Jan 71 
UAR.s COle@.cccccceces Pound 0.4348 89 100 81 93 |Dec 70 
Source: U.S. Department of State, Allowances Program. 


Living 
cities 


cost surveys 
listed below. 


are’ in final preparation for the 
The survey results 


will be pub- 


lished in a later issue of Labor Developments Abroad. 





Burundi: Bujumbura 
Costa Rica: San Jose 
Ecuador: Quito 


El Salvador: 
Liberia: 
Thailand: 


San Salvador 
Monrovia 
Bangkok 


STATISTICS 
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U.S. DEPARTMENT OF STATE LIVING QUARTERS ALLOWANCES 


The following table presents 
revisions to the U.S. Department of 
State living quarters allowances. This 
allowance is designed as reimbursement 
for the annual cost of rent, of elec- 
tricity, gas, fuel, and water charges, 
and of any taxes required by local law 


recent 


schedules was published in the May 1970 
issue of Labor Developments Abroad, 
along with the complete list of allow- 
ances. Revisions are published monthly. 
All questions regarding living quarters 
allowances should be directed to the 
Bureau of Labor Statistics, Division of 





or custom to be paid by the tenant. 
of the method followed in 
allowance 


explanation 
establishing 
and the 


the 
limitations 


to 


the 


An 


schedules 
allowance 


Foreign Labor Statistics and Trade. 
Explanation of changes in allowance 
rates from one time period to another 


is not available. 


Living quarters allowances, February 1971 




















Annual allowance by family status and salary range 
Two-person family Single person 
Country end city $8,000 | $11,000]}$20,000 $8,000 | $11,000] $20,000 
Under to to to Under to to to 
$8,000) 19,999 | 19,999] 35,999] $8+999] 19,999 | 19,999] 35,999 
Barbados......... $2,400 | $2,600 | $3,400 |$4,000 | $2,200 | $2,200 | $2,400 | $3,400 
Bermuda.......... 1,900 | 2,200 | 3,000 | 3,600 | 1,800] 2,100] 2,100] 2,400 
France: Paris...| 2,400 | 3,600 | 4,400 | 5,200 | 2,300] 2,400] 2,900] 4,200 
Italy: 
Bs tease 2,500 | 2,900 | 4,000 | 4,000 | 1,900] 2,500] 2,900 | 3,800 
Ns inc cinsison 1,600 | 2,300] 2,700 | 3,300 | 1,600 | 2,000] 2,500] 2,700 
Palermo........ 1,400 | 1,800 | 2,300 | 2,700 | 1,100 | 1,600] 1,600] 2,300 
Peru: Lima...... 2,500 | 3,000} 3,900 | 4,100 | 2,000] 2,400] 2,500] 3,000 
Philippines: 
Manila....... 1,600 | 2,200 | 2,400 | 3,000] 1,500] 1,500] 1,700] 2,400 
Spain: 
Las Palmas...| 1,200] 1,600] 2,000 | 2,500 900 | 1,100] 1,600] 1,600 
Venezuela: 
Caracas........ 2,800} 3,900] 4,400 | 4,800] 2,600] 2,800] 3,000] 3,600 
Maracaibo...... 2,300} 3,000] 3,800 | 4,000] 1,800| 2,300] 2,800] 3,300 
Puerto la Cruz| 2,300] 3,000| 3,800 | 4,000] 1,800] 2,300] 2,800] 3,300 























Source: 


U.S. Department of State, Allowances Program. 








LABOR MIGRATION 


EDITION 
COMING 


A combined April - May issue of 
Labor Developments Abroad will 
feature articles on labor migration 
in several countries throughout the 
world. 
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